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INTRODUCTION 



|HJETHER a device of government is good or had depends largely on how it 
is used. In 1907 when the indeterminate franchise or permit, in its present 
characteristic form, was a new invention, Allen Ripley Foote, praising it, 
defined it as ''an exclusive and perpetual franchise to he enjoyed during 
good behavior only/' And public spirited men loo\ing for an escape from the op" 
pression of perpetual franchises and the corruption of term franchises hailed it simply 
as "a tenure during good hehaior." Since then a change has come over the spirit of 
our dreams. The indeterminate permit, where it has heen used on a large scale, has 
proven to he perpetual and exclusive, hut not altogether dependent upon the good he^ 
havior of its owners. V/here it has heen drafted in such form as to give substantial 
guaranties of good hehamor, the utilities do not care for it. 

The V/isconsin form of indeterminate permit, which has come to he recognized as 
the standard type, depends for its effective persuasions to good dehavior upon one of 
two things: either, the effective exercise of the power of state regulation under private 
ownership, or the effective power of the municipality to acquire the property and 
operate it as a municipal enterprise. 

In the author's opinion state regulation as an exclusive or dominant policy has 
hro\en down. Its inherent weal{nesses under our system of jurisprudence are fatal 
to its effectiveness for the full protection of the public interests. The proper func- 
tioning of utilities as cooperative urhan services, intimately related to the essential 
functions of municipal government, depends upon a virile and continuous local con- 
trol. But local control, under private ownership, is subject to a fundamental infirmity 
which it has in common with state regulation, namely, the paralyzing influence of 
the jughandled jurisdiction of the Federal courts. These courts can do nothing for 
the cities or for the consumers; their jurisdiction is obtained solely for the purpose of 
protecting the companies. It follows that the road to utility service in the best sense 
of that term is through Municipal Home Rule, and the road to Municipal Home 
Rule is through public ownership. The next question is, what is the road to public 
ownership? The friends of the indeterminate permit point to its provisions and say 
that it enables a city to takji over the utilities whenever it wants to. But there's a 
rubl Unless the city has the legal power to raise the money required to pay for the 
utilities, the effective credit to do so, and the educated will for initiative and self- 
reliance, the mere words that declare an indeterminate permit terminable are mean- 
ingless. So far as this type of franchise is lin\ed to state control, it tends to unfit 
cities for municipal operation b>> shutting them out of the picture while private 
operation continues. And the indeterminate permit in its characteristic form does 
not remove the financial limitations placed by constitution and statute upon the city's 
borrowing and taxing powers, and does not affirmatively confer financial powers 
upon the municipality. 

The danger that lies in terminable permit legislation such as has heen proposed in 
Illinois is in the fact that it would give the utilities an indefinite lease of life without 
requiring them ever to come hac\ to the municipality for an accounting of their 
stewardship, and without giving the municipality any effective power to cut their 
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UoMc of life shnrt. Under the indeterminate permit, the ctnnpanies an n 
and their goud ur ill hehaiior has little or nothing to do un'th tt. 



The indeterminate permit adopted as a means to avoid pvbUc oumerda\ 
effective, but m its usual form it is a delusion and a snare as an opening oj 
to public ownership. It opens the door a little, hut puts santcthmg big i 
behind it so that public owyiership cannot squeeze through. In its tyf 
the indeterminate permit relieves a company of its worries and leaves the i 
WITH theirs. 

In the author's ()f>int()?t. tlirse (general conclusions will he amply demom 
the facts set forth ay\d the analysis developed in th^ pages of this report. 

DELOS P. WJ 



Grand Rapids, Mic/ii^dn. June 29, 1926. 



^E INDETERMINATE PERMIT IN RELATION 
TO HOME RULE AND MUNICIPAL 

OWNERSHIP 



Chapter I — Types of Indeterminate Permit 

^ The Nomenclature. — The indeterminate franchise is a form of grant that 
- "^eks to avoid the disadvantages to the public inherent in perpetual fran- 
lises and the disadvantages to the utility corporations inherent in limited 
irm, particularly in short term, grants. This general type of franchise is 
■' nown as the "indeterminate permit" in the public utility laws of Wisconsin, 
ndiana and Minnesota ; it is the "terminable permit" in the charter of Kansas 
Zity and in the legislation proposed in 1925 for the State of Illinois; else- 
•vhere it is known by a considerable variety of names such as "revocable per- 
nit," "revocable license," "revocable grant," "indefinite term grant," "re- 
settlement franchise granted for an indeterminate period," "indeterminate 
franchise," and "tenure during good behavior." The most commonly used 
and authoritative term is the "indeterminate permit." 

Terminable Without Purchase. — Several variations of this type of fran- 
chise have developed in legislation and contracts relating to public utilities. 
In its simplest form the indeterminate permit is a franchise which may be 
terminated or revoked at pleasure by the granting authority, without any 
obligation to compensate the grantee for the injury or destruction of its 
property or business resulting from such revocation. The franchises grant- 
ed by Congress in the District of Columbia, and those granted under the 
civil government acts for Porto Rico and the Philippine Islands are grants 
of this nature. A somewhat modified type of permit is that which prevails 
in the State of Massachusetts with respect to street railways. For a great 
many years street railway "locations" in Massachusetts were granted by 
the local authorities and were subject to revocation by them at pleasure, 
but the law was changed, first wuth respect to the street railways of Boston 
and vicinity and later with respect to all street railways of the common- 
wealth, so that now and for many years back it has been the law in Massa- 
chusetts that, if the local authorities seek to revoke a street railway loca- 
tion, unless the revocation is accepted by the company, it will not go into 
effect until approved by the state utilities commission. This modification 
of the original Massachusetts plan was recommended in 1898 by a special 
committee of the legislature under the chairmanship of Charles Francis 
Adams, not for the purpose of protecting the street railway companies from 
arbitrary and unjust treatment at the hands of the local authorities, but for 
the purpose of preventing the public interest of neighboring municipalities 
from suffering as a result of a purely local quarrel between the municipal 
authorities of a particular town and the company rendering street railway 
service there. The committee found that in almost every case continuous 
street railway service was rendered by the same company in more than one 
municipality so that the revocation of a franchise and the stoppage of street 
railway service in a particular town might seriously interfere with the con- 
venience of neighboring towns dependent upon the same street railwr'- 
company. Since then the Massachusetts public utilities law h.^.% \^^'wv ' 



Htablishment of protected monopoly in operation. 

lonment of regulation by contract means that the franchise will 

^ a detailed document in which one party is given certain clearly 

'lieges to be exercised only upon terms and conditions elaborate- 

for the protection of the grantor. On the contrary, the franchise 

mere permit admitting the grantee to the streets of the munici- 

. cnder a particular kind of utility service, with all of the conditions 

ton subject to control by public authority in the exercise of the 

. .ver within constitutional limits. This leaves the municipality 

.'to embody terms and conditions in the franchise which it will be 

force in court, and leaves every act of regulation or control which 

ittempted by public authority subject to review by the federal 

'lenever the company claims that its constitutional rights have been 

ansfer of regulatory authority from municipalities to state com- 
n> has the effect of divesting the municipality of all effective control 
c public utilities rendering service within the municipality and using 
tilic streets for that purpose. 

establishment of guaranteed monopoly in operation prevents the mu- 

•ity from seeking an improvement in service or a reduction in rates 

-ans of competition and, under the Wisconsin law, prevents the muni- 

ty from itself establishing a municipal plant and rendering service 

lOr strictly municipal purposes without first acquiring the existing util- 

**int, unless the municipality is able to persuade the state commission 

public convenience and necessity require the establishment of a com- 

g utility plant. The effect of this corollary of the indeterminate per- 

s to put the state squarely behind the policy of monopoly in utility 

ation and to lay upon the municipality a heavy burden of proof to con- 

e the state commission that in a particular case an exception to the 

eral policy should be made. The commission's authority in the matter 

ig in the main discretionary, the municipality can make no effective ap- 

l from its decision. 



Ck^iter U — PnrpQM of the Indetemunate Permit 



Objections tt "ihe Pemetual Francni^t — "-. :: -:••. I'uMir point oi inev 
tht :•• ifruj:!?- *.. titt .»ic ^"^:■lt Tr-.-^*-?::::. :-;::.:•:::-•. :;'t Sf~i:ius. and cvei 
fr-jir. trj* :•.»:::: .»" ^^it* v .»: *:!•. ::"::: :*• v.^zv: :.:::rr ":it :if~:»e':uL* fraacliise may 
yr'.'\t t: :»t l riLTicur::: :' "-stls.': .' ".: : rt-r. :*::.:!.': :: ;'T:t— f i:- over-capitali- 
zfj ■:•:■. LTii ?:»*-:-i-.:i.":-- •. t :;.:-. ::^::. :.:«■: . y.-.-v.—.z-.-y T'.^r: iht :»ur»lic point oi 
^ ie\x :: Sfr::> :::: .'if-L: ■.* "tiL". L : — :.'.* :■.•::-.•":. f f! tri:»i:irr- cngfagred in a 
nfces-SLrv :iu: .1: >v— .i.t. -!:.':.l ::l 1 ::r. -iz:' '• .iir::: ; "bt streets of the 
c:tv \\ :-r. ::^ }»f-::.L: f:". :::^::■.-v^ :: :••.•":•'::::";. tiuf :if*:'"":":r.£: the city to a 
jtrrea: t-vir : : .»: "/rit -li.:: :. :•.::•. ".r-t :.?■:.- . ".r rT-ftir LTid to adjust them 
fron: t:r-.t :. ::::t L^ :;::::-t :.:•.!.:"•.•: :r r..:.; -r:i:-t 7: the extent that 
ih t ;»er:»c : -:.! : -l: : :* : 1 : >t : .- . . : . 1. 1- :. :: : v i : ::.: r ::: : t :.rj i uri rhang^eable terms 
ci::d c.r:d::v.:> ::c. --.•. -l:^ 1 :: :::t • . "" ." i. : :: l::.^ r.-^rtrart. obviouslv it 
caiiri.': l-t ::.Lir :. :"■: :: t :-.•:■:. ^ .- :. c"- • ^^^z :." r. -r-.zy. Tv' the extent 
thai The j'trr-tTULl :rL::r:..>t .- .: :: : :.:.::*■: .■ l '.L-t. irrt-: 'ealable permit 
wiihc'i:: :rr:r.s ir.c c.:i::i.:.f. :: t •.•.::•.-: .: . : ". :: : v.: >r ir.ierest depends 
upur. tht j'-.-r-i-:': :*.::_v .: c.:':-:: :..: .* :..•.: :: t t:::-r" .f'trfi ca the s^'Stem 
of ccntiriiLU? rtir-"s.Vj. r. u: :lt: :: - :•. . r: ;•..:- v r.rr. Tr.z^y r»e adopted by 
the chv or the st2::e. Ir. "I'r.t rir-t .: :. •■:.:::..<? :'. r Lr. unlimited time, 
grained 1. ey.,:-.d recc.!'. '.r.t .:".v v 1;. .: \ • :•- : r:.r. :*t ir::":en rid of under 
the law 35 through the e.\trc:>c . : :":.r :•. v .-. • . -" tr:.: -.:.: i:r--aiii, and if con- 
demnation proceeding? L-t zir^.Titi '.. :"rt •■.:::: :- c. :T.:'e'"ed to pay, not 
only the value 01 the yr. y 5 : c i '. '^ r,\ tr-.y ::."•.::. : . : :. • 'it : : r. :: e amount rep- 
re sei j t i rj j^ the V a ! u t o : the v t r : - : u :- '. : -:. : : ! > : V r . . f^ . :: r i t r the perpetual 
franchisee the public ::r.c? ::^e'.: ::: :. i-.r" :v.. . ■ : : : . ': :. ror.Trol utilities 
through competition has \etr. trief ::: zwr.. -.'.iff :- f :;.:-. :if. ': ut the result 
in almost e \ e r v ca fre in t h e ' on £: ru n h :. > ":..■.:■. c. v > . ". : :'. :. : : : n and a more 
St ron g] y e i j t r^r i j c 1 j ed in o n opo! y . The :. '. : e 'r. :. : : . c . : : ;: ". : c ■. ■ v.n ership ini- 
tiated through condemnation T^roceedini:?. wh-.re : er: c ::::/. trr.nchises have 
to l-»e ac'juired, is likely to be prohibitive frcn: the s::.:: .::•: in: of expense. 
'I'his leav<:s the situation hubstantiallv der'cnden: :::-:n the effectiveness of 
control tljrongh Ih*- ex^rcihe of the police ]»c\ver, nnr^idei by contractual 
guarant('(-s or by d ivr nrlionary powers incident to the ceve'.vij'ment of gen- 
eral municipal j>oli<i'!S. 

UifficullicH of Kcgulation Under Perpetual Franchise. Frum the stand- 
j>oiiil of tlM* iiiv«"-.loi;-. il ih fjuile conceivable that a system of regulation 
coiild bi* adopted viiMJaut and virile enough to prevent the persons in con- 
tiol of till' roni|;aiii<"> fioni rapitalizing the value of the franchise, or neglect- 
iii|-^ upkcrjf and d<'|)i<'M;ition for the sake of dividends, or doing any of the 
oilier bi'id IhJiij^'.f^ vvlii* h thry mi^^lit be tcmjUed to do under the stimulus of 
pi'ijM'tiial li^;lll^». I'.xpriirni «• hliows, however, that in vast financial under- 
laliitif.^h, wlii'ir tlir pohf^ibililirrt ti\ power and pn>fit are great, it is extremely 
dilliciilt 111 conlHil llirni liitouj;li hlirer dependence upon the exercise of 
l^iivriniiiriilal iiiillioiily lonhaty lo tin* desires and interests of those who 
uvv \tv'\\\^ niiiliiillffl. Il in diMiblinI wliellier public regulation can ever be 
viyiluiU KsiMill||ll MImI riMlllnniHiN emiu^^li, tmaidrd by motives that appeal to 
tll0 illtl^rttHl of Mill iimilNUiMlirnl, in (ntittnl rffeelively the ]>()licies and activi- 
tlM "' urivMtllly Utltmilin nlilll.V untleilnKinr.M. < )ne element of extreme dif- 

^1 tfHIU'lllNri whnr the ulility is subject to control 



on\y through the exercise of the police power, is that the obligation to ex- 
tend and improve the facilities for service, which is vital from the point of 
view of the community, can hardly be enforced against a company unless 
the monopoly character of the utility is definitely recognized. In other 
words, the power of regulation is in large measure dependent upon public 
renouncement of the right to invoke competition. 

Objections to the Limited Term Franchise. The limited term franchise 
— and particularly the short term grant — ^has an inherent tendency to pre- 
vent the normal development and expansion of the utility and its facilities 
for service. Unless the city, in granting such a franchise, assumes the ab- 
solute obligation either to renew it at its expiration, or to purchase the 
property or find another purchaser for it, the grantee is in a position where, 
theoretically and logically, it must strive to accumulate out of earnings dur- 
ing the period of the franchise, the full amount of its investment less its 
probable salvage value at the end of the franchise period. Then, the prop- 
erty will still belong to the company, and if, in fact, it can secure the re- 
newal of its franchise, it will be that much ahead. After eating its cake, it 
will still have it. But under such conditions the company during the latter 
part of the franchise period is sure to slow down or completely stop the 
building of extensions, the installation of new facilities, or the substitution 
of modern equipment for that which is still capable of operation, though ob- 
solete. Also, it is quite sure to neglect maintenance and upkeep as far as it 
can and still keep things going. These things involve either excessive 
charges to the public, or inadequate service, or both. If the company, con- 
trary to the theoretical necessity of protecting itself, is unable to amortize 
its investment during the life of the franchise, or if it concludes to take a 
chance upon securing a franchise renewal or selling its property at the end 
of the grant, the uncertainty that enters into its financial status makes the 
enterprise a speculative one and involves the possibility of serious loss to 
the investors. This necessarily increases the cost of financing, and often 
leads to great injustice and hardship where the investors have not fully un- 
derstood the risks they were taking when they purchased the securities. 

From the public point of view, particularly where the community is grow- 
ing rapidly in population and spreading out over a larger area, the interrup- 
tion of extensions, additions and betterments for a period of years is a calam- 
ity, and the shock given to the governmental organization by periodic 
struggles over the renewal of franchises where vast interests are at stake, 
does not conduce to stability and effectiveness in municipal administration. 

These difficulties can be eliminated under a limited term franchise if the 
city in granting the franchise undertakes the absolute obligation to protect 
the investment at the expiration of the grant, but this 'involves either an 
automatic renewal of the franchise which makes it in effect perpetual, or a 
provision for the transfer of the property without loss to another franchise 
holder, whi<:h is not much different, or a guarantee that the city itself will 
acquire and pay for the property for public ownership. In actual franchise 
practice cities have seldom been willing to give any of these absolute 
guarantees. 

Theoretical Advantages of the Indeterminate Permit. The theory of the 
indeterminate franchise or permit, in the form where it is terminable only 
upon purchase of the utility's property, is that it establishes conditions un- 
der which the utility as a public servant can proceed to do its work most ef- 
ficiently and most economically. It can proceed to put in new money con- 
tinuously, or from time to time, whenever the increasing demand tot 
ice calls for an increase in the investment. It c^.tv ^toc.^^^ m '^w ^ 



Chapter III — Summary of Indeterminate Permit Laws 

and Experience 

I. DISTRICT OF COLUMBIA AND INSULAR POSSESSIONS. 

Right to Amend or Repeal Reserved in Congressional Grants. In the 
District of Columbia public utility franchises are granted by direct act 
of Congress, and it has been the general policy of Congress in making these 
grants to reserve to itself the unconditional right to amend or repeal them. 
Before the establishment of the public utilities commission for the District 
of Columbia, Congress acted like a board of aldermen in drafting franchises 
and put into them quite detailed and elaborate provisions, including limita- 
tions upon the rate of fare. The "Laws relating to Street Railway Fran- 
chises in the District of Clumbia", compiled under authority of a resolu- 
tion of Congress passed March 12, 1896, and recompiled in 1905, is a book 
of 300 closely printed pages. Most of the laws found in this volume contain 
the provision that "Congress may, at any time, alter, amend, or repeal this 
act," or that "this act may be altered, amended, or repealed, by Congress at 
any time at its discretion," or other words having a similar purport. Call- 
ing attention to these provisions of the street railway laws, Mr. E. V. 
Fisher, executive secretary of the Public Utilities Commission of the Dis- 
trict of Columbia, writing under date of December 14, 1925, said: 

"You will notice that each and every law is in reality a terminable permit. This 
is also true of the Acts granting franchises to the gas companies and other utility 
companies." 

The terms and conditions incorporated in these congressional franchises 
affecting rates and service have been made subject to the superior jurisdic- 
tion of the public utilities commission by the Act of Congress establishing 
that body. While these franchises are described as terminable permits, and 
do not even contain a provision for the compensation of the grantees in the 
event of termination, it is to be observed that the franchises in the first in- 
stance are not granted by local authorities responsible to the inhabitants of 
the District of Columbia, nor can they be revoked by local authorities. 
Furthermore, the control of the utilities in the District under private own- 
ership has been put in the hands of a commission appointed by the President 
and in no sense representative of the will of the people living in the District. 
However, this treatment of the utility problem is not peculiar among the 
public affairs of the City of Washington, but is typical, of the fact that 
there is no such thing as municipal home rule in the District of Columbia as 
it has been governed for a great many years. 

Mr. George C. Sikes of Chicago, in an article published in the Atlantic 
Monthly for March 1903, cited the experience of the City of Washington in 
his argument for the indeterminate permit. Among other things, he said : 

"Washington secured the underground electric conduit system, not because the 
managers were any miore willing there than in other cities to install it, but becaus«» 
Congress had the reserved power to require among other things the adoption o^ 
conduit system. Whatever improvements in service the governing authority 
Washington see fit to require are provided without the parleying and friction 
mon in cities whose powers of control are not so clearly defined." 
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law, at the same time, reserved to the boards the power to revoke those rights at 
discretion. 

"In theory, such a franchise is to the last degee illogical. It can be compared 
only to a lease, terminable at will by the lessor, and without provision for the 
compensation of the lessee. Such a system, if suggested, would naturally be pro- 
nounced impracticable, if not absurd, and it would be assumed that private capital 
would never embark in ventures so lacking in the element of permanence and se- 
curity. Yet in Massachusetts this has not proven to be the case; nor can it be 
said that the system has, for the half-century it has been in use, worked otherwise 
than on the whole satisfactorily." 

Then, after pointing out the disadvantages of the term franchise as ex- 
perienced in Europe, Great Britain and certain American cities, the Com- 
mittee made this observation: 

"There is probably no possible system productive of only good results and in no 
respect open to criticism; but, in fairness, the Committee found itself forced to con- 
clude that the Massachusetts franchise, which might perhaps not improperly be 
termed a tenure during good hebavior, would in its practical result compare favor- 
ably with any."(i) 

Revocation by Local Authorities Made Subject to State Approval. The 
Committee reached the conclusion from the evidence placed before it at the 
public hearings that "what the companies desire is a tenure as nearly as 
possible in perpetuity, with restricted power of revocation only in the 
hands of the municipalities ; what the municipalities desire is to retain, as a 
weapon convenient to have at hand, the legal power of revocation at will." 
On the part of the street railway corporations it was alleged before the 
Committee "that the existing system was defective, mainly through the in- 
sufficient protection afforded against the arbitrary revocation of locations, 
and the constant imposition of new and unjustifiable burdens through the 
threat of such revocation." The corporations asked for a change in the 
law so that an appeal would be allowed from the municipal authorities to 
the Board of Railroad Commissioners in case of a revocation of a street rail- 
way location. Such a provision had already been enacted in 1887 applicable 
to the territory served by the West End street railway system of Boston. 
The Committee was not much impressed with the arguments of the street 
railway companies in favor of this change. Upon this point it made the 
following comment: 

"While it is true the revocation of a location may be arbitrarily ordered, not 
only at a possible serious loss to a railway company, but at no inconsiderable incon- 
venience to a local public, the local public can generally be trusted in such cases 
to make its influence felt on its representatives for its own protection. So far as 
the corporation is concerned, the concessions made to it are general, valuable and 
unlimited. The corporation might perfectly well have declined to accept the con- 
cessions coupled with the power of revocation, and refused to lay its tracks. With 
a full knowledge of what it was doing, it accepted the location, coupled with the 
right of revocation; and it is not easy to see on what ground, still holding the loca- 
tion, it can now ask to have the counterbalancing burden of revocation limited, as 
being liable to abuse, but without being able to instance numerous cases of such 
abuse, or indeed, to show that the relations between the municipalities and the street 
railway companies had, on the whole, or indeed in any respect, been less friendly 
or productive of fewer good results in Massachusetts than elsewhere." (^) 

However, the committee was moved to recommend the change which the 
companies asked for, not because it thought their rights were unduly jeo- 
pardized, but because of the possibility that the public interests of one com- 



(1) Oo. at. p. 20. 

(2) Op, cit. p, 24, 



/ere authorized to permit the occupation of streets for tram or railway purposes 
mder provisions of law; but the control of the municipality over them was sub- 
ected to the least possible interference from without. In passing ^upon every 
ijuestion which may arise this principale of municipal street control also should be 
clearly kept in mind. That the street railway, like the thoroughfare it partially oc- 
cupies, has in many instances outgrown municipal limits, and so become an instru- 
ment of inter-urban travel and communication, is apparent, and this fact also has 
to be recognized as introducing new elements into the problem; but the fundamental 
principle of local control is thereby no more destroyed in the case of the railway 
than in the case of the street itself." 

Indeterminate Feature of Service-at-Cost Contract in Boston. The in- 

ieterminate permit policy of the State of Massachusetts pertaining to street 
ailways has been supplemented in the case of the Boston Elevated Rail- 
.vay, the Eastern Massachusetts Railway (Bay State System), and any 
street railway system coming under the terms of the general service-at-cost 
act. Under the act providing for the public operation of the Boston Ele- 
vated Railway Company (including the West End Street Railway Sys- 
tem) (^), the initial term definitely fixed for the continuance of public opera- 
tion was ten years, but this was accompanied by a provision that public 
operation should continue indefinitely thereafter "until such time as the com- 
monwealth shall elect to discontinue such public management and opera- 
tion," and it also provided that the arrangement might be terminated either 
at the expiration of the ten-year period or at any time thereafter by appropri- 
ate legislation passed not less than two years before the date fixed for such 
termination. It also provided that at any time during the continuance of 
public operation, the commonwealth or any political subdivision thereof, 
should have the right to purchase the company's "whole assets, property 
and franchises as a going concern upon the assumption by the common- 
wealth of all its outstanding indebtedness and liabilities and the payment 
of an amount in cash equal to the amount paid in cash by its stockholders 
for stock then outstanding." Thus the right to terminate the company's 
franchises as a whole was given to the state upon condition that the com- 
pany's entire property be acquired at a price approximately representing 
its original cost new. 

The Eastern Massachusetts Street Railway Contract. By another act 
passed in 1918 (^) provision was made for the reorganization of the Bay State 
Street Railway Company and the operation of its system for a period of ten 
years by a Board of Public Trustees appointed by the Governor. In this 
case at the end of the ten-year period the property will revert to the re- 
organized company (Eastern Massachusetts Street Railway Company), but 
at any time during the ten-year period of public control, the right is re- 
served to the state or to any political subdivision thereof, at any time to 
acquire the entire property and franchises of the company as a going con- 
cern upon the assumption by the commonwealth of all the company's out- 
standing indebtedness and liabilities and the payment of an amount in cash 
equal to the par value of the new company's shares plus any premium paid 
in cash for shares. 

In this instance the reserved right to purchase the street railway prop- 
erty will expire at the end of the fixed period of public operation, except 
that the right to acquire the property by condemnation will continue. 

General Service-at-Cost Law. Under the terms of a general act to pro- 
vide for service-at-cost by street railway companies, also passed in 1918 (^) 



(1> MasMdiitsetts Special Acts. 1918. Chap. 159. 

(2) An Act relative to the Bay State Street Railway Company, Chapt. 188, Massach«a« 
Acts of 1918. 

(3) MassacJiusetts General Acts, 1918, Chap. 280. 



provisi(»ii is made to the effect that any company accepting^ the act ''MB n 
i>c hound hy the fact of its acceptance to sell its entire property and{Ri| \ 
chises as a ^oin)>: concern to the commonwealth or to any city or towm 
any time for an amount in cash equal to the stock investment^ as defincdi 
Section 2 hereof, and the amount of cash paid in for preferred stock, and ' 
purchaser shall in addition assume all the outstanding bonds, coni 
leases and other liahilities of the company." 

These three Massachusetts service-at-cost acts reserving to the pubkj 
throuf^li the state or some subdivision thereof the right to terminate a stitdl 
railway company's franchises upon the acquisition of its property, contakj 
two sif>;nificant provisions not commonly included in indeterminate penttil 
laws. These are (1) the provision prescribing substantially the actual cost 
tindiminished by depreciation as the purchase price of the property, and' 
(2) the provision that the property may be taken subject to the oustandiog 
bonds M> that the amotnit of cash to be paid at the time of acquisition is 
liniitnl to the stockholders* equity. 

Judicial Interpretation of Power to Revoke Locations. The Supreme 
Court of Massachusetts" in a very recent case (*) has had occasion to inter- 
pret the law with resi)ect to the revocation of street railway locations in 
Massachusetts. In this case the city council of the City of Salem had 
adopted an order permittinf*; a street railway company to build a track in a 
certain street in 1W>. It was claimed on behalf of the council that at the 
time the location was jjranted the company agreed not to use the trades 
for any other purpose than for the transportation of coal to the poiver house 
station. In 1924 the council i>assed an order to the effect "that the public 
necessity and convenience in the use of Mason Street, a public way in the 
C ity of Salem, requires that the location for a track and curve granted to 
the Hoston \' Northern Street Railway Company on June 15, 1909, * * * be 
revoked.'* Tlie company refused to accept this order of revocation and the 
city appealed to the Department of l\iblic Utilities to confirm it, but con- 
firmation was refused "upon j»;eneral j^rounds of public necessity and con- 
venience." LIpon appeal, the Massachusetts Supreme Judicial Court held 
that the 13epartment was the final authority in determining the facts with 
respect to public convenience and necessity. The court said: 

*'Bcfore the legislature vested in the Department of Public Utilities the power 
to approve or disapprove the revocation of a location of a street railway, the ac- 
tion of the local municipal board was final and conclusive. ♦ ♦ ♦ The power to 
revoke such a location rests upon the ground that public necessity and convenience 
in the use of the way require it. The action of the city council coulc^ not be based 
upon any other reason. Under existing statutes * ♦ ♦ the action of the city coun- 
cil is not final, but rests ultimately with the Department of Public Utilities, whose 
decision upon questions of fact is conclusive. Whether public necessity and con- 
venience in the use of a public way require that the location shall be revoked 
presents an issue of fact, in deciding which the Department is not governed solely 
by the necessity and convenience of the people in a neighborhood, or by the people of 
the municipality where the way is located, but it may also consider the necessity 
and convenience of the general public so far as it may be affected by the p-roposed 
action. ♦ ♦ ♦ 

III. WISCONSIN 

Indeterminate Permit Policy Adopted in 1907. By the public utilities 
law enacted in 1907 the Wisconsin legislature established the policy of the 
indeterminate permit. This law applies to public utilities other than street 

Coandl of Salem vs. Mass. Street Railway Company et al., decided Nov. 27, 1925, 149 
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^■Iways, but the law governing street railways also contains similar pro- 
> ''iions relating to the indeterminate permit. 

Under the act of 1907 all future grants of franchises were to be in the na- 
■~jre of an indeterminate permit and utilities already possessmg franchises 
_ 7^^^ authorized to surrender them for indeterminate permits. 

~^ Experience having shown that not all the utilities having local franchises 

ould voluntarily surrender them for indeterminate permits, the legislature 

_ 1 1911, acting under a constitutional reservation of power, undertook to 

-^^-ansform all outstanding utility franchises, except street railway grants, 

" ito indeterminate permits. The application of the indeterminate permit 

~-D Street railways having municipal franchises granted before 1907, was 

- ^f t optional with the companies. At the present time, therefore, the Wis- 

-''ronsin statutes contain a declaration that all franchises for all utilities 

-bperating in the state, except Street railways are in the nature of indeter- 

-minate permits. This declaration is subject to interpretation in each indi- 

vridual instance in the light of the United States Supreme Court's decision in 

the Superior Water Works case.(^) 

The definition of an indeterminate permit is a grant for a public utility 
-^vhich shall continue in force until such time as the municipality shall ex- 
ercise its option to purchase the property or until the permit shall otherwise 
Tdc terminated according to law. 

Along with the indeterminate permit goes the provision that no franchise 
shall be granted for a competing utility and no municipality shall construct 
a competing utility where there is in operation under an indeterminate per- 
mit a public utility engaged in similar service, unless the railroad commis- 
sion shall first declare, after a public hearing, that public convenience and 
necessity require the second utility. By the original utilities act of 1907 
it was provided that any existing franchise which contained any term what- 
soever interfering with the existence of a second public utility should be 
amended in such a way as to permit the municipality to grant an indeter- 
minate permit for the operation of such second public utility under the pro- 
visions of the act. 

It also provided that every license, permit or franchise thereafter granted 
to any public utility should have the effect of an indeterminate permit, sub- 
ject to the right of the municipality in which the major part of the property 
was situated to purchase the property actually used and useful for the con- 
venience of the public, paying therefor just compensation to be determined 
by the commission and according to terms and conditions fixed by the com- 
mission. 

Made Compulsory in 1911. By the 1911 amendment it was provided that 
every license, permit or franchise granted prior to July 11, 1907, by state or 
local authorities should be so altered and amended as to constitute an inde- 
terminate permit. By accepting or operating under an indeterminate per- 
mit a utility is deemed to have consented to the future purchase of its prop- 
erty by the municipality in which the major part of the property is situated 
for the compensation fixed by the commission and under the terms and con- 
ditions determined by the commission, and is deemed to have waived the 
right of requiring a jury verdict upon the necessity of taking such property. 

Any municipality has the power to construct and operate a utility plant 
subject to the provisions of the public utilities law. It may also purchase 
any public utility by agreement if such purchase and the terms thereof are 
approved by the commission; it may also acquire the utility pror 



(1) Superior Water, Light & Power Co. vs. City of Superior, 263 U. S. 125. 
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~he success and permanency of utility laws, however ideal in their provisions, 

'id in great measure upon the manner and spirit of their administration," said 

"If the intepretation and application of such enactments are not just and 

able; if those charged with the administration of the laws permit themselves 

e guided by any motives or considerations in the least ulterior to working out 

y problems with transparent fairness to the corporations and the public, 

liar distrust will soon replace confident expectations and the system fall before 

indignation of the public, regardless of its intrinsic merit. The greatest fear, 

efore, to be apprehended by those who desire to give the new system a fair and 

irtial trial in order to determine its economic efficiency, is that the character 

purpose of the men who are placed upon our public service commissions may 

"tainted by motives and aims not consistent with exclusive promotion of the 

lie good. 

[n order to administer such a law with a view of ascertaining whether the social 
economic principles embodied in it are sound, the administrators should enter 
n the performance of their tasks as judicially minded economists, without hope 
:Teward for their achievements or fear of censure for their failures. No self- 
^ing politician should be permitted to have any part in the administration of a 
►lie utilities law, as it cannot in its administration be made the means of gaining 
mlar applause without defeating the very purpose of its enactment. When a 
►lie service commissioner attempts to use h's position to influence the electorate 
elevate him to a more coveted position of public trust, he ceases to be inde- 
~^«~ident in his judgment and action and becomes a menace to the systenu Ad- 
^-Ticement in pubHc service should be the reward of conscientious devotion to the 
^ ^rformance of the duty at hand, and not that of divided allegiance in the execu- 
^ ^on of a public trust though the same meet with the temporary approval of an unin- 
Ormed populace. To one whose judgement is enlightened by experience it is ap- 
parent that no one can honestly exercise the vast powers that are conferred upon 
Jublic service commissions over public service corporations unless he is free from 
. Dolitical bias, ambition or prejudice, and absolutely independent in his thought and 
r -judgment." 

-^ In all this there seems to be a strange absence of recognition of the vast 
Growers which the commissions exercise over the municipalities and indi- 

^dual consumers who are compelled by economic necessity to take the 
^rvices which the utilities offer, and pay therefor what the commissions 

. etermine to be reasonable. Roemer's point of view seems to have been 
liat of a criminal lawyer defending a person accused of crime, who insists 
Tiat every doubt must be resolved in favor of his client, and forgets entirely 
iliat the public has as much interest in having dangerous criminals confined 
■is a bad actor has in keeping his freedom because nobody can fasten upon 
riim with absolute certainty the particular crim.e of which he is accused. 
Cn this spirit, the public service commissioner must hold himeslf aloof from 
the clamor of consumers and highly resolve to die politically, if need be, 
rather than see one of these hunted and defenseless public utilities fail by 
even a hair's breadth from getting justice. 

The Indeterminate Permit and Its Corollaries. Taking up the subject of 
franchises, Mr. Roemer, in this Mobile address, said that the task of de- 
vising a limited franchise adequate to meet the requirement of the public 
and of the corporations during its fixed term of life was "an impossible 
one." Then he went on: 

"The result of experience has established beyond successful contradiction that no 
franchise based upon sound economic principles can either be limited in time or 
prescribe definitely the charges to be exacted or the quality of the service to be 
rendered during the life of the franchise, A Hmited franchise also casts an unneces- 
sary burden upon the public, and from the standpoint of the public is an economic 
waste. If a franchise is to be Hmited in time, provision must be made for the 
amortization of the investment during its lifetime. This requires the public not 
only to pay a reasonable return upon the investment, but also to pay during the 
term of the franchise the value of the property devoted to the public service. F'* 
an economic standpoint an unlimited franchise containing a provision that the 
nicipality may revoke it at any time upon condition that it acquire iVve ^VaxsX. Vsrj 



utility problems, as Roemer pictures it, reminds one of "the in- 
toil of thought" of the average workingman as described by Syd- 
Beatrice Webb in their sketch of the obstacles which trade union- 
to overcome. One is surprised at Mr. Roemer's emphasis upon the 
le features of the Wisconsin law, but his explanation is that the 
; too inept to use the powers they have. 

I with all the power over the regulation of rates and services vested in mu- 
rouncils," says he, "such bodies absolutely refuse to act, and in the first in- 
nvariably bring their complaints before the commission. It is fair to as- 
lat in the light of experience if the commission were abolished municipal 

would be reluctant to act because of their inability to pass intelligently up- 
natters of regulation within their powers and the consequent fear of the ex- 
f being obliged to defend actions in the courts. Municipal control would 
ther a dead letter or an expensive system. Furthermore, subjecting utilities 

control with only a court review following the same would be a deterrent 
tors in public utility securities. The expense of protecting the revenues of 
ities fromi attack by local council often inspired by local prejudice would 
tendency to limit injuriously the operating revenues." 

e we have it! Under local control, with or without an expert re- 
body, the municipalities will not act, but without a reviewing body 
an the courts the corporation would be injured by the expense of 
[g themselves against the "attacks" of the local authorities. 

5 1914 speech Mr. Roemer states that the validity of the 1911 legis- 
ansforming every franchise into an indeterminate permit has been 
i by the Wisconsin Supreme Court, citing Wisconsin Traction, 
leat & Power Company vs.. Menasha, 157 Wise. 1. But in the 
Water, Light & Power Company case, decided several years later, 
consin Supreme Court was reversed by the United States Supreme 
[ a case involving this issue, leaving the status of Wisconsin fran- 
I some confusion. 

t of Volimtary Acceptance of Indeterminate Permit. The original 
linate permit law of 1907 did not apply to telephone companies, as 
nchises had always been granted directly by the state. They were 
. however, in the 1911 statute amending all utility franchises to be 
linate permits. It should be noted further that street railways 
included in the Wisconsin definition of utilities, but by a separate 
tt railways were brought under the optional indeterminate permit 
907. However, they were not brought under the compulsory inde- 
;e law of 1911. Mr. Fred L. Holmes, in his book entitled "Regula- 
Railroads and Utilities in Wisconsin," published in 1915, cites Com- 
ir Halford Erickson as authority for the statement that in 1911 when 
pulsory indeterminate permit law for public utilities was enacted, 
I number of privately operated electric, gas, water and heating utili- 
the state, and the total number which had acquired indeterminate 
by surrendering their old franchises, were as follows: 

Utilities which had accep-ted 
indeterminate permits 









Percentage of 


Utility 


Total Number 


Number 


total number 


Electric 


140 


53 


38 


Gas 


40 


15 


38 


Water 


31 


19 


61 


Heating 


14 


7 


SO 



All 225 94 42 

23 



■•J 



M'l.i.t iHi |iiit|.ifix \ilnr*; itir Utilities which had accepted 
f.iitiMfi- I.. It fiiMiiil til |»M iriit. :iimI I»;isocl on operating" revennes 7i 
.III*, nf till- ♦-•111 Ml KiMMni's st:itiMnn)t that only ten per ztrr. : 
Mfltl»i ♦ \\».:, ...i^m ii<<piril thr indrtrriniiiate permit under the yzi 

pt.iv i.'i..tMT III |l«»- \%\\ ilniim; tin* liMll VlMfS pCflod frOm 1907 tO 1 *•'.". , 

l«M«#M»t» n 'ft I'-Kiil ni'.'ti ill,- irl.itiiMi lu'twccii the total number :: ri: 

itii I. > il«i lint:. Ill « « \h^• V I'MMtii^isinii, jiicluding^ the telep*r.':« : 

|.Miii. • -IK.! (1*1 i>MM.t., I (Y>)t u,rptrtl iiulotiTiiiinate permits at a r:r.eT 
ill. ji* I. I. I tiiiii Hi i*» \ 'ix\ lit, I r*»! ,\vi»ly to telephone compar.ies. r 

^< t I • \ i-i « ♦M««»«i » i*i««: III Wi^ii'i'vm 

MittMtnri 4 |i>pliM%t««Mi I- !'*x Vuciivt. 1*M»^ issue of AERA, orgi 

Ml. \iM,it. I.I I i,,«.», !C i-'x\ ■. \ \v..»'vM.\tion. appeared an article on" 
\\\ . .»• 1m Im.Iii, nr ^*i : ! ,;\\ ." b\ lamos D. Mortimer, pre?? 

I til. Mi»Mi..t,. \' \;-xx;\ \ I iiiht i.\niipany. This article 

, .11, . in. I , iiii i»i »!.♦?• > ■* \ . \x . ■ :''o \''^,i! aspect of the subject, indu 

III lit I, |.i , . . .. .■■ ! .■ = » : ,\xv.--x 111 explaining" wh}' a relati 

■ MiiH miiiii . I iti.'.i-, . \." *\ XV • vvdered their old franchises 

III I I I mi 1.1 1. I :.. ■ •, ' V , ■.;■ -^v-T'.v^vl. Mr. Mortimer said: 

I i.i I . I I ... . ^» . , , * • : * »• -wo "casv^ns: 

I .» I »» »..,♦.. I .. • .s -x ■•^- vVi:r:s iinJ much uncertainty 

Ml. I . iK ».••■-•.: ■ .x ^*:*«:ra:msr under indetennii 

I ii.iii ^1 ..I, . ■ X, X ^\ '-v'<e validity was doubt 

. I.I »i . I ,«. .,1 I X Vn ' -x* ^;:'^?x-::5onie; others acted 

in .1 I 111 II .. I » ■,. • \v \^.i> r.v»t present for utili 

I « «i I «ni I ,».... ,i--.-x'i v-: some value. 

'♦ « ^i »»M I, . V K '• . , ■ .-•,•*: .t> :o their ability to 

iHl'. n» «♦' " « ■ ^.^ .■ ••^ xor.*<nt was difficnl 

I •tiMMii i«(-> «'4 t\i »»»»», .^'i < *!.» , \ * x" • 1". X ^ '..'."■ cri. I^^lo. the 

l«« ' .1 I I I ■ lit ■ '. II . , ^ .'"x -""xS J"'t iI''"*^CI 

ii.i-« ii.«-.ii.«i •..• , ^'^ >^^ '■^^Z . ^ Tl " ' "" O * A 

(ill. II. ... \\ . . .. • . . '^ X . ■■':"; KiS'-ilt5." I: 

|i.iii«i.til»i«li« s\'«- . \N •*» ^ '" ■> SnT' iT^.""-' •■—"■" 

1 i ' "..■...-■" ~»_- . ^ . 



-••%a..»i4 ■• 

I 

% 
..•-•. •»,-»% • - \ » ■.» 

«M 1»-- - ..."■, *! .... 









**2. It has entrenched the companies in their monopoly grip upon the cities, with 
. ic result of continued excessive charges and inefficient service. 

"3. It has made it impossible for municipalities to secure cheaper or better street 
i£^hting service through the construction of municipal plants. 

"4. It has nullified existing contract obligations between cities and utility com«- 
>anies, often to the great advantage of the companies. 

"The Wisconsin Commission described the indeterminate permit as a iegally pro- 
r^cted monopoly, which is more valuable than the original special franchise;* also as 
ai practically perpetual and exclusive franchise.* This is also the opinion of the 
^^isconsin Supreme Court. (148 Wise. 334.) 

"The indeterminate permit guarantees absolute monopoly to the utility first on 
^he ground. It totally eliminates competition. Not even may a city build a plant 
"to serve itself." 

Commissioner Erickson's Defense. The criticisms of the Wisconsin in- 
^terminate permit on the grounds that it guaranteed monopoly, destroyed 
^Dme rule and discouraged public ownership roused Commissioner Ericksan 
CD the preparation of rather elaborate arguments in its defense. Mr. Holmes, 
ci the work which I have already cited, quotes from an unpublished article 
fcy Mr. Erickson, and in 1919 when the American Electric Railway Associa- 
-lon presented Mr. Erickson as one of its witnesses before the Federal Elec- 
tric Railways Commission, he filed with that body quite an elaborate paper 
On the "Indeterminate Franchise or Permit," which is of sufficient impor- 
::ance to be noticed here at some length. In this paper he described the in- 
determinate permit, reviewed its history in Wisconsin, and undertook to 
s-nswer the criticisms made against it. In his definitions and discussion 
"Erickson obviously tried to bring out the features of the law which theore- 
tically were designed to preserve public authority and protect public in- 
terest, and thus he emphasized the fact that the monopoly guaranteed by the 
law is not absolute, that state control is not strictly exclusive and that the 
permit is terminable at the pleasure of the municipality, with or without a 
reason. He argues for monopoly in operation^ and state regulation with 
private ownership, as good public policies, while at the same time trying to 
show that the municipality is left free to resort to competition if it can 
prove the necessity of it, to have municipal ownership if it wants to, and to 
exercise more effective control under private ownership than it could be- 
fore the utility laws were passed. Defining the indeterminate permit and 
stating the argument against competition in public utilities, Mr. Erickson 
says: 

"The indeterminate permit is in fact the right to occupy the streets and highways 
for the purpose of furnishing the public with needed service for compensation, sub- 
ject to the provisions of the public utility laws of the state, including those which 
provide that the utility may be taken over or purchased by the municipality at a fair 
price, and which also provide that when public convenience and necessity require it, 
the Commission, charged with the administration of the public utility laws, may au- 
thorize another or a competing utility to enter the field and furnish like or similar 
service. Until such competition is so authorized, however, the permit or franchise 
thus obtained is exclusive in its nature. 

"The Wisconsin indeterminate permit may be said to be the outcome of the ef- 
forts that have been made from time to time to find some franchise or permit for 
public utilities to operate under, that would go farther in protecting public interest 
and in stimulating private intitiative than any of the existing franchises. At the time 
the public utility and indeterminate permit laws were enacted, the franchises in effect 
varied from the pertpetual ifranchise without restriction to the short term franchise 
with all sorts of restrictions. The working of these franchises had gradually de- 
veloped the conviction that they were out of harmony with the nature and purpose 
of public utilities. Such utilities for instance are not subject to the ordinary laws ^^ 
competition in so far as the sale of the service they render is concerned and P' 
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i^n's power hfcre is wholly subordinate to that of the municipality. The latter has 

:mt to notify the commission that it has decided to take over the utility and the 

^•mmissioii must proceed to place a valuation upon the property. At any time a 

'^y becomes dissatisfied with the service or rates charged, or with the utility's 

"». «thod of carrying on its business, or if there be no dissatisfaction, but in plaod of 

a desire for municipal ownership, the power lies with the city to take over the 

"^ility independent of the commission, except as to valuation by the latter. The 

" ^iluation placed upon the plant by the commission stands as the amount to be 

^»d by the city, unless on an appeal to the courts the latter should decide that the 

■ ^>nimission*s valuation was unreasonable.** 



►n the other hand, in the case of utilities which were g^ven indeterminate 

'■rmits in place of their old franchises without their consent, the munici- 

--lity cannot acquire the property or bring a proceeding before the com- 

ission to have it valued, without first getting the verdict of a jury that 

"manicipal acquisition is necessary. 

Srickson on Municipal Control in Wisconsin. On the question of muni- 
*^^al control Mr. Erickson argues that under the old perpetual and short- 
franchises the municipality had only such powers of regulation as 
ere conferred upon it by the terms of th^ grant itself, while under the new 
tgime it is possessed of the following powers: 

**To regulate the quality of the service, the extensions of the plant and other con- 
ditions in the first instance. 

"To grant or withhold permits for the use of its streets and highways for public 
utility purposes. 

"To cause the railroad commission to investigate the adequacy of the service and 
the reasonableness of the rates and other conditions and to require it to establish 
adequate service and reasonable rates and just conditions in other respects. 

"To acquire the property and business of the utility at the price fixed by tne 
commission which price must be fair and equitable to all concerned; and to operate 
such utilities in the interest of the public. 

"To secure from the commission whenever conditions are such as to demand it, 
a certificate showing that public convenience and necessity require a second or 
competing utility, and to grant a permit to such competing utility authorizing it to 
use its streets and highways for public utility purposes.** 

Monopoly Not Absolute. On the question of monopoly he cites the Wis- 
consin supreme court as authority for the fact that the indeterminate permit 
does not have the obnoxious characteristics of monopoly as commonly un- 
derstood. In the case of Calumet Service Co. vs. Chilton, 148 Wise. 334, 
359, the court said : 

"So while, in common parlance, it is proper to characterize the exclusive privilege 
in question, a monopoly, it is one purchased by giving an equivalent to the public, 
as in case of a patent allowed by the federal government. It is a grant for a public, 
not for a private purpose, and not a grant of that which, without it, would be of 
common right. It has none of the essentials of the monopoly so offensive, an- 
ciently, in the eyes of the law." 

And Mr. Erickson follows this up with his own statement: 

"The situation is about this: that each party, the municipality and the utility, 
surrendered such advantages, if any, as might have accrued to either from condi- 
tions inhering in the local franchise, and thereby lost the benefit of any contractual 
obligation inhering in such franchise to which either was theretofore entitled. The 
municipality in a measure may perhaps be said to have surrendered such control 
over the service, rates and other conditions as it may have had under the fran- 
chise for the provisions of the public utility laws. The utility for the limited and 
perhaps non-exclusive franchise received an exclusive franchise indeterminate as to 
time. In consideration of this it not only surrendered such advantages as it may 
have had under the displaced franchise, but it became bound to sell to the munici- 
pality its property for the compensation and on the conditions fixed by the rail- 
road commission. In addition to this it also had to accept competition when this 
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t rty and this is about all it could ask under the circun>stances. It would also 
:iit such competition as would ensue if another company was admitted into the 

without being required to take over the existmg plant. This in turn would 
prevent the duplication of both plant and business organizations that arc inevi- 

where competition prevails in the public utility field. Considering everything 
:fore it is probable that such an amendment as the one in question might 
d additional protection to both the public and the existing utility." 

fclic Protection Under Indeterminate Permit. Summarizing his argu- 
Mr. Erickson points out the following as among the factors tending 
•tect the public interest under the indeterminate permit: 

. The public is entitled to adequate service at reasonable rates that are free 
I unjust discriminations. 

. The utilities are entitled to fair prices for the property that is used for the 
5ts and high\vays for public utility purpcses, it may also where no utility exists 
where a certificate of public convenience and necessity has been granted, either 
:t or accept applications for such use; and through the exercise of this power 
in position to largely control the situation. 

I. The municipality has been granted the power to acquire at a fair price the 
>erty and business of the utilities by which it is served and can exercise this 
er and enter the public utility business whenever it chooses to do so, or when- 
it becomes dissatisfied with either the service or the rates, or with any other 
litions. 

. Whenever public convenience and necessity demand it, the municipality or 
e other utility can obtain authority to enter the field and to furnish service in 
petition with the existing utility.** 

s^antages to the Investor. And among the factors tending to increase 
ifety of the investment and promote fair treatment of "the enterpriser," 
ids the following: 

. The utilities for adequate service are entitled to rates that are reasonable 
;r the circumstances. 

:. The utilities are entitled to fair prices for the property that is used for the 
renience of the public when it is taken over by the municipality. 

. Except where active competition existed when the public utility and inde- 
linate permit laws went into effect, the utilities are entitled to the exclusive right 
urnish the service until the property is taken over by the municipality or until 
good reasons a competitor is authorized to enter the field. 
* * * 

. The power to authorize a competitor to enter the field under a certificate of 
renience and necessity is exercised with the greatest care and with the most 
pulous regard for all the interests that are affected. Such certificates are not 
ited until it has been clearly established that public convenience and necessity 
and such action. In passing upon such matters inability or unwillingness to 
ler adequate service and other questions that vitally affect the public welfare 
er than local frictions, political interests and untried and uncertain govern- 
tal experiments are the controlling factors. The burden of proving that such 
petition is necessary and to the best interests of the public is also largely upon 
e who make such application. In addition to this the merits of such applica- 
5 are carefully inquired into by the commission. With the adequate power 
:h the conmiission has, not only for ascertaining the true situation, but for 
pelling the existing utilities to furnish adequate service and to so carry on their 
ness as to promote the general welfare, it is clear that it is not often necessary 
jant such application. 

I. The power to permit competition when needed is regarded as of al- 
t as great importance as the power to revoke franchises, a power that rests 
usively in the legislature. It is also a fact that such competition, if authorized, 
lid under the circumstances be almost certain to spell ruin to the existing utility, 
en the existing utility, however, can be made to serve the public as well and 
IS low cost as any service of the kind that could be obtained from any other 
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and that it had substituted an indeterminate permit for the rights grant- 
plaintiff in error by the municipality. *A new franchise was therefore 
the defendant in lieu of its original franchise" by the enactment of chap. 
1911. Thereafter its franchise was that of the indeterminate permit, and 
ject to the provisions of the Public Utility Law. This also was its fran- 
)ctober 1, 1917, when it is claimed its original franchise expired. The 
lity Law had superseded everything of a franchise nature embodied in the 
dinance granted to it by the village of Superior and the subsequent and 
amendments thereto.' And also that it was immaterial whether or not a 
itween the city and the water company resulted from the clause of the 
dinance providing for the extension of the grant or purchase after thirty 
luse 'even though it be considered as a contract, we think it gives rise 
ation on the part of the city to? purchase the plant according to its terms.' 

urt further said: 

anifest purpose cf the provision was to assure the water company one of 
: either a renewal of its franchise for another period of thirty years, or 
ts property in case such franchise be not renewed. The franchise called 
le having the sam«e terms and cond tions as may exist between the said 
city and the said Superior Water Works Company at the expiration of 
hirty years. The franchise which it had at that date was the indeter- 
•mit. That was either its franchise or it had none. That was a con- 
mchise. It was indeterminate as to time. It was not limited to thirty 
ny other period. Consequently there was no occasion for the city to 
le said Superior Water Works Company, its successors and assigns, the 
Dntinue and maintain said system of water works. It already had that 
ere was therefore no breach of this part of the alleged contract on the 

city. Until there was a breach of this provision of the contract, no obli- 
the part of the city to purchase accord'ng to the terms of the contract 
seems plain that the position of the water company is not helped by 

this provision of the ordinance as a contract made by the city in its 
r capacity. The conditions precedent to an obligation on the part of the 
r under the terms of the contract have not come to pass, and the city has 
iner become obligated to carry out the feature of the contract which is 
be enforced in this action.' 

;rmg the opinions of this court, it seems clear enough that a valid con- 
ted from the dealings between the city of Superior and plaintiff ip error, 
;ach became obligated to do certain specified things. The company 
construct, maintam, and operate an adequate waterworks system. The 
ited itself to recognize the company's exclusive right to maintain and 
e system for a definite period, — thirty years; and also to purchase the 
It at a price fixed in the manner specified if, at the conclusion of such 
should refuse to grant an extension. The rights so acquired by plaintiff 
^ere property. (Here many authorities are cited.) 

linig the relation between the parties, the court below declared: *The 
oi the Water Company, which enables it to pursue its business of sup- 
ter to the city of Superior and its inhabitants, is a contract between it 
ate.' But it held the legislature had power to change this contract under 
ation permitting alterations, in Sec. 1, Art. 11, of the State Constitution, 
lie Act of 1911 did modify the contract by substituting for rights thereby 
1 'indeterminate permit.' 

h its contract with the city the water company acquired valuable prop- 
). They were not directly created by any statute enacted under Sec. 1, 

the State Constitution but were the outcome of agreement with a fully 
i corporation. They did not arise from the mere exercise of a govern- 
iction legislative in character, but from contract expressly authorized by 
ture. None of the decisions of the supreme court of Wisconsin prior to 
lich we have been referred construes the reservation in the state Constitu- 
ting the extraordinary scope accorded to it below; and certainly, in the 

som'C very clear and definite pronouncement, we cannot accept the view 
n had the meaning now attributed to it. 

: as 1909, in State ex rel. Northern P. R. Co. v. Railroad Commission, 
145, 157, 121 N. W. 932, that court announced: The right to alter or re- 
ng charters is not without limitation when the question of vested prop- 
; under the charter is involved. The power is one of regulation and con- 
does not authorize interference with property rights vested imder the 
nted. ♦ ♦ ♦ The reserve power stops short of the power to devest vested 
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jstabhsh correct economic principles in the franchise situation. As utility laws are 
modified from time to time and adopted in states where regulation does not now 
prevail, we are in a position to urge the adoption of the indeterminate form of fran- 
chise and urge the desirability of establishing uniformity on sound principles." 

Immediately following Mr. Jackson's address, the report of the commit- 
c on Public Ownership and Operation by Commissioner Patterson of Ala- 
ima was to be taken up. But at that juncture Commissioner Ivan Bowen 
Minnesota facetiously inquired: "Before Mr. Patterson is called upon 
present his paper, I am inclined to ask just what position the President is 
<ely to take on Government ownership?" 

To this Mr. Jackson, as facetiously replied : "I am giving the matter very 
•nous consideration and it looks as though I was going to finally decide 
jainst it." 

National Association of Commissioners Approves Indeterminate Permit, 
ater in the sessions Commissioner Taylor of Nebraska, for the Executive 
ommittee, introduced certain resolutions designed to carry out suggestions 
'hich President Jackson had made in his opening address. One dealt with 
le indeterminate permit as follows : 

"Whereas, it is desirable in any state wherein public utilities are subject to regula- 
tion by a state commission that the franchise or ordinance conditions under which 
the vark)us utilities operate shall be uniform and harmonious so far as possible, 
to the end that there may be uniformity of treatment of the utilities on the part of 
the commission: and 

"Whereas, under the present -system of limited-term franchises, it is often diffi- 
cult for a utility to finance itself and to sell its securities to investors; and 

"Whereas, the principle of the 'indeterminate permit,* in the judgment of this 
Association goes far towards solving the difficulties hereinabove suggested, pro- 
vided ample safeguards be made for the protection of the public and the investors 
in case of the termination of such permit; 

"Now, Therefore, RESOLVED: That it is the sense of the National Associa- 
tion of Railway and Utilities Commissioners that the principle of the 'indeterminate 
permit' is economic and sound and should be adopted in the legislation of the 
Various states relating to public utilities; and 

"RESOLVED FURTHER: That this Association do, and it does hereby urge 
the Legislatures of the various states which have not as yet adopted the principle 
of the 'indeterminate permit* to enact legislation recogn'zing and putting such 
principle into effect.'* 

This resolution was adopted without discussion with only one voice, heard 
It not identified, voting in the negative. Thus the great organization of 
.ilivay and utilities commissioners of these United States was put on rec- 
•d in favor of the indeterminate permit, and President Jackson with his 
urels on went out to take up his new duties as counsel for the National 
lectric Light Association and the American Gas Association. Another 
/isconnsin man promoted! 

Mr. Lewis E. Gettle, present chairman of the Wisconsin commission, is 
dlowing in the foosteps of his distinguished predecessors in his praise of 
le indeterminate permit law. In an address before the Missouri Associa- 
on of Public Utilities, in May, 1926, he said:(i) 

"The Legislature, the commission and the courts have universally agreed 
I Wisconsin that the very essence and foundation of a complete system of 
mtralized regulation is the indeterminate permit complemented by provi- 
ons for municipal acquisition and for monopoly of operation. 

"Every member of the Railroad commission since its inception has strong- 
r favored the indeterminate permit form of franchise. 



(1) "Wisconsin's Experience with the Indeterminate Permit," abstract of Mr. Gettle's paper, published 
the Slectiic B''^'*'iy Journal, issue of June 5, 1926. 
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.r\-ri^ ^^lli^y of Manitowoc Electric Light Company by City of Manitowoc, 
tk^, $137,000.00. 

E.\eciric utility of Grand Rapids Electric Company, by City of Grand Rap- 
t. \A, 1914, $72,000. 

Electric utility of the Prairie du Sac Milling & Light Co., by the Village 
irie du Sac, Oct. 30, 1914, $5.1000. 

Fond du Lac Water Co. by the City of Fond du Lac, No. 22, 1911, $344,456.00. 

City Water Company of Sheybogan, by City of Sheybogan, March 16, 1909, 
30.00. 

Manitowoc Water Works Company by the City of Manitowoc, Nov. 22, 
5247,500.00. 

Falls Light and Power Plant by the City of Sheybogan Falls, $17,500.00. 

Racine Water Company, by City of Racine, $1,015,000.00. Case went 
jh both State and Federal courts. 

Electric utility of the Wisconsin-Minnesota Light and Power Co., by City 
sybogan Falls. Case pending. 

McGowan Water, Light and Power Company by the Town of Milton, 
pendidng. 

Electric utility of the Wisconsin-Minnesota Light and Power Co., by 
Df Rice Lake, Dec. 5, 1922, $233,000.00. 

Washburn Water Works Co. by City of Washburn, $50,000. Case now 
ng in state courts. 

. Water utility of the Lake Superior District Power Co., by the City of 
;y, Apr. 4, 1923, $45,000.00. 

. Lake Geneva Water and Light Company's water utility by City of Lake 
va, Feb. 8, 1911, $86,500.00. 

i. Electric utility of the United Heat, Light and Power Company of Delavan 
le Village of Sharon, $2,000.00, Oct. 6, 1914. 

Bloomer Electric Light and Power Co. by the Village of Bloomer, Dec. 
1918, $12,500.00. 

0. Cashton Light and Power Company by the Village of Cashton, Nov. 28, 
, $3,1000.00. 

do not know on what theory utilities have gone into the Federal court, as they 

in one or two instances, but presume that the Federal courts are available to 

on the ground that there is an attempt to take property without due process 

w which, of course, is forbidden by the Federal constitution. Relying upon 

right they might sue for an injunction against the Commission restraining it 

filing a certificate with the municipal clerk, and thereby attempting to divest 

its property. The statute, of course, provides that upon such filing the title 

iuMnediately in the municipality." 

oration in Racine Waterworks Case. With respect to the Racine liti- 
over the acquisition of the plant of the Racine Water Company, Judge 
Burgess of the Municipal Court of Racine County, who served as city 
ty through the waterworks controversy, in a letter to the writer 
March 18, 1926, says: 

le litigation was started under our Wisconsin Statute by a resolution instruct- 
e to start proceedings for the acquisition of the Water Plant and in accord- 
svith such resolution application was made to the Railroad Commission for 
•ing to determine the valuation and the amount which the city should pay. 
; a hearing of the Commission could be had a taxpayer instituted an injunc- 
suit in the Circuit Court to restrain the city from proceeding with the -"^ 
to purchase under the statute, claiming that our proceedings were wr 
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cnt of Voluntary Surrender of Old Franchises. During this p^ 
utilities surrendered their franchises for indeterminate permits as 
i: Light, 199; heat, 85; power, 109; water, 45; gas, 67; telephone, 131; 
electric railway, 133. 
^-Jnder the Indiana law no competing franchise can be granted unless the 
^Kximission first issues a declaration that public convenience and necessity 
<liiire a second public utility within the municipality, but on the other 
^nd, any provision in an'existing franchise purporting to make it exclusive 
^ declared contrary to public policy and eliminated by the act, leaving it 
^tional with the commission to authorize competition where public con- 
dolence and necessity require it. 

The limitation upon competition extends to the construction of municipal 
/Plants, as well as private plants. An indeterminate permit is subject to re- 
ocation by the commission for cause. 

Under an indeterminate permit the municipality in which the major 
of the property is situated has authority to acquire the used and use- 
ul prpoerty at any time, paying therefor its value at that time as deter- 
by the commission and according to the terms and conditions fixed 
the commission. 



Status of Utility Franchises if Law is Repealed. In case the Shiveley- 
►encer act should be repealed or annulled, then all the indeterminate per- 
zsnits will cease and in place of them the utilities will be reinstated in the 
X>ossession of the franchises which they have surrendered, but in no case 
shall such reinstated franchise be terminated within a less period than five 
years after the repeal or annulment of the act. 

The Right of Municipal Ownership. By the acceptance of an indeter- 
minate permit or by operation under such a permit, a utility is deemed to 
have consented to the purchase of its property by the municipality and to 
have waived the right of requiring the necessity of the taking ot its property 
to be established by jury. 

Any municipality has authority subject to the provisions of the act to 
construct or operate a public utility ; and to purchase a utility plant by 
ag^reement subject to the approval of the commission. 

The municipality also has the right to acquire by condemnation the prop- 
erty of any utility operating without a franchise or under a franchise grant- 
ed prior to the enactment of the indeterminate permit law. 

In case of condemnation the necessity therefor shall be determined by a 
jury in the circuit or superior court of the county. In the event of con- 
demnation or purchase under the terms of an indeterminate permit, the 
commission, after notice and hearing, fixes the "just compensation" to be 
paid for the property "and all other terms and conditions of sale and pur- 
chase which it shall ascertain to be reasonable, allowing not to exceed one 
hundred twenty days for the payment of such compensation." 

The utility itself or the municipality or any creditor of the utility may 
appeal from the commission's order to the circuit or superior court and 
thence to the supreme court of the state; and if the commission's order is 
found to be unreasonable in any respect, the matter will be remanded to 
the commission for a modification of its order according to th efindings 
of the court. 

Chairman Duncan's Plain Statement. Mr. Thomas Duncan, first c^-^'- 
man of the Indiana Public Service Commission, in an address bef< 
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of the municipality a written declaration that it surrenders such ex- 
franchise. 



municipality has the right to own and operate a telephone exchange 
may construct a telephone plant or purchase an existing plan either 
cement with the owner or by condemnation. If the plan involves 

nstruction of a new exchange where one ahcady exists, it requires 

proval of not less than 65 per cent of the voters. 

the municipality acquires a telephone plant by condemnation, the 
compensation to be paid shall be fixed by the state commission subject 
>eal to the district court of the county and from that to the supreme 
of the state. 

to January 4, 1926, the Minnesota Railroad and Warehouse Commis- 
Inad granted 249 indeterminate permits to telephone companies in the 



eterminate Permit Under Street Railway Control Act. By another 
p>proved April 14, 1921, the Minnesota legislature established the policy 
2 indeterminate permit for street railways. 

der the terms of this/ act any franchise previously granted or that might 
ranted thereafter would be transformed into an indeterminate permit 
the filing by the street railway company of a written declaration of its 
re that such grant become an indeterminate permit and of its consent 
the terms of the street railway control act shall govern the ownership, 
'^^trol, management and operation of its property. 

'^l.n indeterminate permit procured in this manner is subject to all of the 
"^'*^tns, conditions and obligations of the company's existing franchise, ex- 
^pt as otherwise expressly provided in the act. 

,^^An indeterminate permit remains in full force "unless and until the city 
^all acquire the street railway property of such street railway within the 
"^Qiits of such city, or unless terminated or modified by the legislature." 

The city may acquire a street railway (a) by eminent domain; or (b) by 
purchase by agreement with the company; or (c) by purchase at the fair 
Value of the property as determined by the commission, subject to an appeal 
\o the district court of the county and from that court to the supreme court 
^f the state. 

In a valuation for purchase under an indeterminate permit nothing shall 
Tbe allowed for any franchise and no allowance shall be made for damages 
because of the severance of the property from connecting properties; but 
the property taken is to be valued "as an operating system.'* 

In any case a purchase by the city must be ratified by the electors after the 
determination of the value of the property. 

Under this act the state commission is given exclusive authority to reg- 
ulate rates based upon the fair value of the property and to control the street 
railway company's capitalization and its system of accounting. 

To the municipality is reserved the exclusive control of service and no 
franchise may be granted except by the municipality. 

The municipality is made a party to every proceeding before the commis- 
sion with respect to a utility, and the necessary expenses incurred by the 
city in such cases are to be paid back to it by the street railway, up to an 
amount equal to $150.00 for each 1000 population of the city, and charged to 
operating expenses. 

The commission's decisions may be gone into de novo upon appeal of 
either party to the state courts. 
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» of the franchise ioT the extended tenr*. Under the new contract the 
secured the ri^ht to j-jrchafe the rr^peny upon the final expiration of 

L'V lin:itat:or:. 

VL OHIO 

Taylcr Plan in Cleveland. Ir. 1^10 the Citv of Cleveland resrotiated 

tmoi'S 5erv:ce-t.t-c st «"d:rarce err.V.;»dyir.c: the so-called "Taylor P!an" 

:hc sett' en. en: -f the city's street railway problems. This grant was 

for art 'cxin-atelv 25 vears. the rrnxinnim reriod aMowed hv the state 

but the citv reser'»ed the riirht at arv tin:e i:t. n six rionths' notice to 

over the rrorertv at its cat-ital vr.lv e r>'us a 1 onus of 10^ : or in the 

A « « A * 

iv*», after 1918, to de.-ijrrate another conipriny to be krown as the 
licersee to talze ( ver the t ro^ crtv «n the sane terms, but ur.der aqree- 
"t to accej..t a rate of retiini at least '4 «»f one per cent lov.er than the 
acceptable to the previ'^'us ovrer. At the expiration of the grant the 
was given the ripht tc- aCjiiire the rnperty at its capital value without 
bonus, cr to acquire it at a r>r:ce to 1 e determined bv arbitration. If 
city does nrt rerev.- the franchise «ir itself acquire the property, any 
party receivirj?" a franchise for the routes occupied by the existing 
railway will have to take o\er the portion of the property on those 
. A pro\ ision that tends to make the Cleveland franchise approxi- 
an indefinite grart is to the effect that if the city allows the grant to 
within less than 15 years of its expiration without being renewed, the 
^Ompany will 1. e released from most of the restrictive provisions of the 
^"^^nchise pertaining to fares and city control of service, and will be permit- 
"^^ to apply its surplus earnings toward the amortization of the capital ac- 
count. The C'evelard grart is a home rule franchise, and does not carry 
^th it any recognition of state control.(^) 

Optional Indeterminate Pcnr.it Act Applicable to Rogers Law Cities. 
Three years after the Tayler plan v as put irtc» effect in Cleveland, an op- 
tional indeterminate permit lav.- u r street railways v.as enacted by the Ohio 
legislature applicable only to cities which had granted 50-year franchises 
under the so-called Rogers Lav. 01 1896. The act was passed for the spe- 
cial benefit of Cincinnati, but it has never been used. It is important in 
that it embodies the theory rf the indeterminate permit free from the Wis- 
consin corollarie:: invlcving the abandonment of the theory of contract and 
the establishn.crt of state cc!:trol. Under it the grant of an indeterminate 
permit, if made, is to be made 1 y the municipality and will continue in force 
until the miUnicipality takes over the property or until the grant is other- 
\vise terminated according to law. 

Existing franchises may be surrendered and an indeterminate permit ac- 
cepted in lieu thereof if the municipality in which all or the major part of 
the p'"operty of the utility is situated accepts the surrender and grants the 
indeterminate permit. At the times provided in the grant or, if no time is 
specified, then at any time after the grant has been made, the municipality 
may purchase "all of the proT:eity of such public utility actually used and 
useful for the convenience of the public." 

The amount to be paid for the property in the event of municipal pur- 
chase may be determined (1) by condemnation proceedings, (2) l\v pro- 
ceedings before the state utilities con. mission, or (3) by agreement between 
the parties. Unless by agreement, the compensation shall not include any 



(1) The Cle^'cbind franchise was extend: d in 19(;9 to 1944, fifteen years in advance of the expiration 
of itii original period of life, and again in 1926, eighteen years before the date for its cxinration it wa« 
exttaded, with considerable modification of terms, to 1951. 

41 



and in the ascertainment of what shall constitute reasonalle rate?, 

nicipalit>' shall have due regard among other thing? to the value of 

pTopem* of the utility actually used and useful for the cc-nYer:ience 

pnbUc, exclusive of any franchise value in excels of the £r:-..»ur.t aciu- 

•- id to the municipality for the indeterminate permit, and exclusive o: 

lIuc added to the property liy reason of a monopoly or merger: and 

unicipality sha!! also m.ake its determ.ination with due regard to the 

'ity of ^eser^-ations out of income, for surplus, depreciation and con- 



ordinance granting the indeterminate permit has no provision re- 
"to appeal from or arbitration concerning the orders of the municipal- 
» utility may appeal to the state utilities commission from any order 
"^s in violation of law or of the permit or from any unreasonable order 
5^Tmng matters upon which the parties have not agreed in the permit 



ordinance granting the permit provides for an appeal to or arbitra- 
^>y the state commission, *vhen the cr.m.mission must determine the mat- 
-^cording to the procedure, m.ethods. term*s and conditions provided for 
ordinance: and the provisions of law specially providing for judicial 
of the orders of the commission shall not apply to the comm^ission's 
*n in such cases: and except as above provided, the provisions oi law 
ing to appeals, complaints or applications to the state crmniissio:: shall 
ipply to pmblic utilities operating under indeterminate permits. 
ic duties imposed upon public utilities may be enforced also by man- 
tis and other judicial proceedings provided by law. 
xlie act is not to be construed as depriving the municipality of its right 
^ prescribe by charter any other methods, terms or conditions for the 
^anting of indeterminate perm^its. The invalidity of any section or part 
^ the act is not be deemed as affecting the validity of any other section 
-*^ part of it. 

Service-at-cost Street Railway Franchises in Cincinnati In 1918 the 
Qity of Cincinnati negotiated a service-at-cost franchise settlement with the 
Cincinnati Traction Company, this grant being in the nature of an amend- 
ment to a 50-year franchise granted in 1896. Under the new agreement the 
city was given the option to purchase the property at any time by paying 
therefor the price agreed upon and specified in the ordinance itself with ad- 
justments made according to the terms of the ordinance. This co::tract did 
not work out to the satisfaction of the parties interested, and in 1925 a new 
service-at-cost grant was made to the Cincinnati Street Ra:]v.ay Company, 
running for a period of 25 years, subject to the city's right at the end of any 
calendar year, having given one year's previous notice, to take over the 
property at a specified price. As in Cleveland, a premium was put upon 
the renewal of the grant by a provision to the effect that if the franchise 
was permitted to come within 10 years of expiration the company would 
have the right to put into a special sinking fund a suf:!cier.t sum d-ring the 
remaining ten years of the franchise period to redeem at the end of that 
time all securities falling due at a later date. Both the 191S and the 1925 
ordinances provided for the amortization out of earnings of a certain por- 
tion of the recognized capital value. 

Service at Cost in Yoimgstown. In Decemxber, 1918, the City of Youngs- 
town also granted a service-at-cost franchise to the loca: street railway 
company (now Youngstown Municipal Railway Company*, patterned to 
a considerable extent after the Cleveland franchise. This grant was for a 
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-apital value fixed by the ordinance, plus an amount equal to the call 
in upon the preferred stock and bonds of the company then outstand- 
Tie city reserved the right to assume the bonded indebtedness of the 
ly if, at the time of acquiring the property, it was authorized by law 
so. Under another provision of the ordinance the city reserved the 

lease the property for municipal operation at any time after giving 
Dnths notice, paying as rental therefor a sum equal to 8 per cent per 

1 on the capital value. The Toledo franchise provides for the estab- 
ait of sinking funds gradually to amortize the purchase price out of 
igs during the continuance of private operation. It also provides for 
mortization of the purchase price under municipal operation in the 

: that the property is taken over by the city under lease. 
U another Ohio city, Akron, under an ordinance passed in 1924 and 
inuing for the short term of four years, reserved to itself the right to 
over the street railway property at the end of any annual period by 
hase or by lease. 

will be observed that in Ohio the rights of cities to enter into binding 

tracts with street railway companies has been preserved and, following 

lead of Cleveland, the several cities mentioned above have adopted in 

• form or another the service-at-cost plan, including a limited term grant 

>ject to the right of the city to take over the property at any time before 

: cocpiration of the grant, but in most cases, also containing provisions 

.ended to cause the renewal of the franchise 10 or 15 years in advance of 

expiration, unless the city in the meantime has acquired the property. 

the Ohio indeterminate permit law, which has never been used, the the- 

y of the indeterminate permit is carefully worked out without the corol- 

■ries attached to it in the Wisconsin scheme. The Ohio plan preserves the 

owcr of control through contract, and municipal home rule. 

VII. CALIFORNIA 

The Resettlement Franchise Law. By an act approved May 22, 1917, the 
legislature of California made provision for the resettlement of franchise 
rights for street railway companies in cities having a Freeholders* Charter 
which contained provisions for the resettlement of franchise rights. 

The governing body of the city is authorized to grant a resettlement fran- 
chise upon terms and conditions mentioned in the act, with authority also 
to impose other and additional terms and conditions not in conflict there- 
with. 

Every resettlement franchise must be adopted by the electors and ac- 
cepted by the grantee. 

Every resettlement franchise grant is subject to the continuing right of 
the municipality to acquire the property. 

Every holder of a resettlement franchise must pay the municipality a per- 
centage of its net revenue as fixed by the franchise. 

The municipality may provide in a resettlement franchise that franchises 
held by the utility for areas outside of the municipal boundaries shall be 
surrendered when such outside areas are annexed to the city and there- 
after the utility shall operate its street railway in such outlying areas under 
the terms of the resettlement franchise. It may also provide that the 
property of the utility in areas annexed to the city shall be valued by the 
railroad commission and the value thereof added to the capital valuation al- 
ready fixed in the resettlement grant. 

All existing franchises are to be surrendered when a resettlement fran- 
chise is acquired. 
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?* »Tioiiey flowing into the equity of the business on that amount, if any, 
^* "tine value of the property remaining, after the bonded indebtedness, as above 
^^^**»ecl, has been deducted. 



^ — - -»«3 the equity shall be ac(|uired by the city, as provided for in paragraph 
^^^» "fche city shall have such representation in the management of the utility as 



qiaity so acquired bears to the whole equity deiintd hen in. 

The city shall have the riRht, at or after the time of actiuirin^ the whole 

_^ in any public utility, operating under an indeterminate franchise, to retire all 

L ^^5^'*^^inK bonds, without penalty or prcminm. or any ether requirements contained 

1^^^^ ^ecd of trust, regarding such bond issue, by tlu- payment therefor in cash not 

- ^^ing the par value of such bonds, or in the b. nd*« i«^^sued by the city on the 

^ of par for par, and in accepting an indeterminate franchise, the Krantee of 

■^iij^ -^hall submit in writing an acceptance also by the trustee or trustees for the 

^^ **olders, whereby they agree to accept the provisions of this section relative to 

«« ^'^tircment of bonds. 

^^i^»^^*^^ That every indeterminate franchise .^^hall provide that there '-hall In* a uni- 

-x^ yate for the service rendered by the utility holding such franchise throughout 

***^vcn area or areas, that may be determined or defined by Council, and that if 

than one area shall be so determined and defined, the rate for service from the 

^ of one area to the centre of the other area shall not exceed the sum of the 

*ii the lower-rate plus one-half the rate of the hij^her rate area, nor from the 

^^e limits of one area to the extreme limits of the other the sum of the two rates. 

^^fined for each area. 

^-^ vO) Every such indeterminate franchise granted to any person, firm »>r cor- 
^^^^tion for the operation of any street or interurban railway in or upon :iny of the 
^^^ets within that part of the city bounded by Figueroa Street. Washington Street, 
^ntral Avenue and Temple Street and the prolongaf'on of the latter two streets 
^^ccssary to make a junction thereof, shall be subject to the condition that the per- 
^^t iirm or corporation operating such street or interurban railway shall, upon 
^e year's written notice given pursuant to a resolution adopted by the Council, 
'Cmove all the rails, ties and other appurtenances from any and all of the streets 
within such district, over or under which the city shall have deterniintd tn con- 
struct or cause to be constructed any elevated railway or subway, whether or not 
such street or interurban railway be offered facilities on such elevated railw-iy or 
through such subway so constructed or caused to be constructed. And shall also, 
apon one year's written notice, given pursuant to resolut on adopted by the Coun- 
cil, remove all rails, ties or other appurtenances from any street where, in the judg- 
ment of Council, the same are not properly located, and re-locate and construct the 
same on such other streets, or abandon entirely, as the Council may demand in the 
interests of the public service. 

"(p) That an indeterminate franchise shall be granted only to a cori^oration. or- 
gSLTiized and existing by virtue of the laws of the State of California, and to a corpo- 
ration or individual maintaining its or his principal office and place of business in 
the City of Los Angeles, at which shall be kept all the books of account relative to 
such corporation." 

Indeterminate Permit in Oakland, Berkeley and Other City Charters 1'hc 
City of Oakland, in 1917, amended its charter so as to provide that "every 
franchise, permit or privilege shall be granted for an indeterminate ])eri()(l, 
subject always to the right of the city to acquire and possess the property 
of the grantee and to assign its rights to acquire and possess to a third per- 
son, firm or corporation." Six months notice must be given, if the city 
-wishes to, take over the property, and the purchase price is to be fixed by 
the Railroad Commission of California, with subsequent additions and de- 
ductions as provided in the charter. 

The City of Berkeley, in the same year, amended its charter to provide 
for the indeterminate permit in terms similar to those found in the Oakland 
charter. With respect to resettlement franchises, the Herkeloy charter con- 
tains the following provision for the assumption by the city of the com- 
pany's bonded indebtdeness : 

"Every re-settlement franchise may provide that, when purchasing the property 
of the grantee, the City, if and when permitted by the provisions of the C'onslitution 
of the State of California, may assume the obligations oi swcK ^^tv\.^^ ^o\ vV\^ ^vj- 
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LCt applies to utilities fiirnishiiiji^ ])o\ver, lij^lit, heat. jr«'i^. electricity 
, thus omittinjT telephone and transpurtatif>n cmiipanies. 

^^atility may acquire a revocable i>eriiiil l»y filing with the iminicipality 
"^ "til the state corporation c(»mniissi(m a <l«'claratii»n siirrmdrrinj,^ its 
franchise prior to the ex])irati<)n l!u*rent. 'rhereui»<»n, the utility 
ive from the corporation commission a certificate that it is the 
of a revocable permit under which it may continue to ccmduct its 
s in the municipality upon the same terms and conditions which oh- 
^^- vtnder its old franchise, except only as to the duration of tlie Kr*mt, all 
^ **subject to the lawful police rej2:ulation and control of such nuinici- 




- act does not limit the right of the municij)ality to include in any fu- 

t*a.nchise g^rant such provision as it may see fit re(iuirin>«^ the j^rantee to 

l3ute to the municipality a portion of its receipts tir any other sum of 

y, or reserving; to the municipality the rij^ht to j)urchase the property: 

^ery right of this nature created by any present or future franchise or 

is continued in full effect, and no existing right i»f a municipal cor- 

n under the laws of the state is affected in anv wav bv the revocable 

"It law, except as expressly provided therein. Any revocable j)ermit 

under this act may be "altered, amended, annulled, revoked or re- 

d" by the legislature "whenever in its opinion such i)erniil may be in- 

^xis to the citizens of this state; in such manner, however, that no in- 

ce shall be done to the holder of such permit." 

^^C> competition in public utility service within the field covered !)y the 
^^cable permit law may be started, except by the municij)ality, without a 
^ificate of public convenience and necessity therefor to l)e issued by the 
^ **t^ration commission of the state. This limitation of competition ex- 
^^^s not only to cases where a utility is already in operation, but also to 
jjv ^^s where a valid franchise or permit for such operation is outstanding. 
^ ^Om a decision of the commission granting or refusing a certificate of 
^^^Uvenience and necessity, an appeal may be taken to the Supreme Court 
^ the state, as in other cases of appeal from the commission's orders. 

Revocation by the Legislature. Here we have the indeterminate permit 
Policy in a new form. The legislature alone has the power to revoke the 
^^ermit and no provision is made for the purchase of the property at the 
'time of revocation. Meanwhile municipal competition is not forbidden, and 
the status of the city in matters of control is left quite indefinite. 

In an article published in the National Municipal Review, entitled "The 
Indeterminte Permit for Utilities Serving Municipalities,"(^) Prof. Harry 
A. Barth, of the University of Oklahoma, commended on one feature of the 
Oklahoma law as follows: 

"In at least one state, Oklahoma, it is provided that the permit may not be re- 
voked unless no injury is done to the owners of the utility and unless the citizens 
of the entire state are being harmi'd by a continuance of the permit. Qualifications 
such as these may be interpreted by the courts ?o as to make revocation impossible. 
At best, vague limitations of this character can lead only to endless litigation and 
strife, with accompanying increase in the work of the courts and decrease in popular 
regard for the institutions of government. It is difficult to see how the indetermi- 
nate permit can be revoked without endless conflict over the clause forbidding im- 
pairment of obligations and the due process bugaboo." 



(1) December, 1925, issue 

SI 



"».«w section added in 1909 it was provided tliat a franchise might be 
"to a private company fur the constructitin, maintenance and opera- 
insit railroad. A rajiid transit railroad c(»nstnictcd under 
be taken over at the end i)f ten years at a price not ex- 
it plus 15 per cent: .uni if the city jmstponcd the exercise 
purchase until a later period, the price to be paid would 
1 until at the end of the term for which the franchise was 
of the railroad itself would Ic com|>letely amortized and 
ve to he paid for it. 

iion was incorporated in the rapid transit act l>y an amend- 
licable to a rapid transit railroad constructed by the city 
ivate company for equipment, maintenance and operation, 
ivisions of the rapid transit law the contracts for the equip- 
)n of the Dual system of subways were executed in 1913 
ons for the recapture of the subways in whole or in part 
he city at any time after the expiration of ten years from 
it of operation, with the further provision that any part of 
m not recaptured under this option prior to the expiration 
the contract, namely, 49 years, would then come into pos- 
f without payment therefor. 

led at the same time for the construction of extensions to 
tely owned elevated railroads and for the third tracking of 
re for a period of 85 years with similar provisions as to re- 
ty and amortization of capital. 

XII. PHILADELPHIA 

^3ght to Purchase Reserved by Early Ordinance. As early as 1857 the 
-■^ of Philadelphia passed a general ordinance subjecting all street rail- 
■y companies to certain restrictions, limitations and conditions. The city 
committed to the policy of competition in the local transportation busi- 
^^J*s and the companies' names were legion. The city reserved the right to 
~^flte over the street railways at cost, by the following provision : 

"The direclors of any such company or companies shall immediately after the 
iiij^tonapletion of any passenger railroad in the city, file, in the office of the City 
^^Solicttor, a detailed statement, under the seal of the company, and certified under 
^^ Oith or affirmation by the president or secretary, of the enfire eoFl of the same, and 
the city of Philadelphia reserves the right al any time to purchase the same, by 
''!• paying the original cost of said road or roads and cars at a fa'r valuation. And any 
StKh company or companies refusing to consent to such purchase shall thereby for- 
feit all privileges, rights and immunities they may have acquired in tlie use or pos- 
session of any of the highways as aforesaid." 

Indeterminate Permits Abrogated by 1907 Settlement. But SO years later 
in its resettlement franchise contract with the Philadelphia Rapid Transit 
Company, the city abrogated the provisions of this old ordinance and con- 
firmed the franchises of the underlying companies in perpetuity, thus sub- 
stituting perpetual franchises for the indeterminate permits under which the 
streets railways had been operated for 50 years. 

Under the new contract the city reserved the right at the end of another 
period of 50 years or at the end of any twelve months period thereafter to 
acquire the property, leaseholds and franchises of the Philadelphia Rapid 
Transit Company by purchasing its stock at par. However, the contract 
made provision for payments into a sinking fund, estimated to be sufficient 
on a four per cent interest basis to accumulate the sum of $30,000,000 by 
the end of the 50-year period, that amount representing the par value of the 



more than one year can he granted hv the local authorities with- 
irendum, unless it is "suhject to revocation at the will of the 
ity — city, village or township. 

-Day Agreement in Detroit. In the city of Detroit street railway 

s were originally granted on a competitive basis for limited terms 

iout a uniform date of expiration. The city developed a strong de- 

tnunicipal ownership, and finally adopted the policy of not renew- 

.red franchises and not granting new franchises for street railway 

3. To meet the urgent need for extensions, it granted a large num- 

Eideterminate permits to the Detroit United Railway under so-called 

lay agreements. A sample of these permits is contained in the 

Dn Boulevard resolution of April 4, 1911, which was in part as fol- 

^lereas, The Detroit United Railway has consented to lay a double track on 

iton Boulevard connecting with its tracks on Holden and Greenwood avenues 

lat acquiring any rights in the street except the right to enter thereon, lay its 

» and operated cars thereon at the pleasure or caprice of the Common Council 

^ people of the City of Detroit. 

Herefore, Be it resolved, that consent, permission and authority is hereby 

t«d to the Detroit United Railway to enter upon Hamilton Boulevard from the 

Section of Greenwood and Holden avenues to the northerly City Limits, and 

a.tid construct thereon a double track with necessary and proper pole and wire 

*Head power equipment and connect the same and operate its cars on said 

Qcxilton Boulevard from the intersection of Greenwood and Holden avenues to 

northerly City Limits, and lay and construct thereon a double track with neces- 

'y and proper pole and wire overhead power equipment and connect the same 

^ operate its cars on said Hamilton Boulevard as a part of its system, under the 

^e terms and conditions under and by virtue of which it is opcratinjj that por- 

•^n of its system on Grand River and Greenwood avenues in said city except as 

^Tein otherwise provided. 

"And it is further resolved and understood that if the City of Detroit shall bd law- 
Ully authorized to engage in the ownership and operation of street railways, and 
hall so engage in such ownership and operation, and shall desire to operate a part 
>f Its system over said street, it shall purchase the tracks and equipment constructed 
inder this consent, together with the equipment necessarily furnished and acquired 
y said company for the operation of cars over said additional tracks, and shall pay 
herefor a sum of money equal to the cost thereof, less depreciation, to be ascertained 
t the time of the purchase thereof by the City; the sum to bd agreed upon by the 
arties hereto, or, if they should fail to agree, the said sum to be determined by a 
oard of arbitration, one member of which sha'l be selected by the company, another 
y the Mayor of the City of Detroit, and a third by the two thus chosen, and a de- 
ision of said board or a majority thereof, shall be final." 

Ten years later, when the city undertook to construct a supplementary 
inicipal system, it took advantage of the option contained in a number of 
se day-to-day agreements, and took over about 30 miles of track and 128 
s for operation in connection with the city-built lines. The purchase 
ce was fixed by a board of arbitration at $2,297,277. The purchase price 
the remainder of the city lines of the Detroit United Railway system sub- 
[uently purchased by agreement was, by comparison, $19,800,000. 

[ndeterminate Feature of Grand Rapids Street Railway Franchise. In 
12 the City of Grand Rapids granted to the Grand Rapids Railway Com- 
ly a new franchise based on the service at cost theory. This franchise 
s for a term of thirty years, the longest period allowed by the state con- 
tution, but the grant contains provisions which indicate that the parties 
[ not take this 30-year limitation seriously. The city reserved the right 
take over the property by paying the capital value determined in accord- 
re with the terms of the franchise, plus ten per cent. This right may be 
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XVII. CHICAQO AND ILLINOIS 

ate Franchise Theory Approved in 1900. The Chicago Street 
iniission of 1900 reported in favor of the indeterminate fran- 
lis point, it said : 

:ult to compel a corporation cnjoyinj? defin'te term rights in the public 

what it may desire for reasons of self-interest not lo do. The only way 

to be certain of its ability to exercise complete control over its public 

tver the means of transportation thereon is for it not to surrender bc- 

ny rights of use or of occupation in such streets. The city can control 

nly when it is in a position to terminate at any time the right of use 

ly person or corporation that may choose to defy the will of the city in 

In other words, the gr?nt terminable at any time at the will of the 

es is the only kind under which the city can be sure of its ability to 

s'tuaticn at all times. And it is precisely in the communities where 

grant obtains that the best results generally are secured, and it is in 

lities that the relations between the corporations and the public are the 

:tory. We refer to the State of Mas.^achusetts and to the City of 

D. C." 

of Termination of 1907 Settlement Ordinances. The street 
ement ordinances granted in 1907 were for a period of twenty 
le theory of the indetenninate permit was recognized in the 
serving to the city the right at any time upon six months no- 
lire the property for municipal operation or to designate a 
I the right to acquire it. If the property was taken over for 
eration, the price to be paid would be the capital value as fixed 
; of the ordinance, but if the city took the property in order to 
ansfer it to som.e other company, then it would have to pay a 

per cent in addition to the capital value. But the city also 
ate a licensee to acquire the property and operate it on a limited 
and in that case, the city's licensee would have to pay only 
alue without the bonus. In case the franchise was permitted to 
nitation, the city could then purchase the property without re- 
to its subsequent use or could designate another company to 
t the capital value without bonus. The city was not obliged to 
t if it gave any other company a franchise to use the streets 
the grantee's street railway tracks, then such other company 
der obligation to buy the property at its capital value before 
e right to operate street railways on those lines. 

go Traction Fund. The Chicago ordinance went further and 
the establishment of funds out of suplus earnings "for the 
I construction of street railways." Into these funds were to be 
cent of the net revenues from operation after the payment of 
penses, depreciation and taxes and a five per cent return upon 
ed capital value. 

raiKvay purchase moneys received under these ordinances have 
d for the partial amortization of the capital value and have not 
d in the companies' securities. They have been placed in a 
1 known as the Traction Fund, out of which certain expenses 
aid for subway and traction investigations. The moneys re- 
he fund have been treated as a part of the total funds in the 
city treasurer, and have been permitted to earn interest at the 
s the rest of the city moneys. 

he Barr Bill. After the rejection by the voters of the proposed 
. traction ordinance in 1925, the utilities of the state caused a 
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Chapter IV. — ^Advantages to the Utilities of the 

Indeterminate 




."ty. From the standpoint of the utilities the indeterniinale permit 

liaracteristic type, with its Wisconsin corollaries, holds certain very 

Tkt advantages. Under it the utility is freed from the uncertainties 

and downs that come from the periodic expiration of its franchises. 

^^X* words, it gains stability. Mr. William M. Wherry, Jr., in his hook, 

Utilities and the Law," referring to the Wisconsin policy, says: 

^ aJl states follow the example set, the industry can never he stahilized." 

^ty means security of the investment and assured earning: power, all 

to give contentment to the capital already in the industry and to 

persuasive attractions to new capital as required. In fact, with sta- 

^^» it is often found that the old investors are ^lad of an opportunity to 

additional capital whenever the needs ()f the enterprise call for it, 

A«rhere this is done it tends greatly to reduce the cost of assemhling 

for public utility enteri)rises and tends to remove their securities 

the speculative market and keep them rather closely held by groups of 

olders permanently interested in the property. Under such condi- 

the theoretical control exercised by stockholders can be made much 

effective in practice than in cases where the stock of the utility is 

y scattered and frequently changing hands. 

ezibility. Another important advantage to the utilities arises from 
fact that, under the indeterminate permit of the Wisconsin type, they 
^ freed from the contractual restrictions ordinarily found in a term fran- 
Their franchise is a permit to do business and the utility is not load- 
down with inflexible requirements not adapted to changing conditions. 
^rhaps the most important single item of regulation by franchise contract 
as the five-cent fare for street railways, and imdou])tcdly no other single 
^uirement in the public relations of utilities in this country has brought 
^Ixeni so much grief or been the occasion of so much bitterly contested liti- 
gation as this. In the earlier days of the street railway business, with the 
introduction of electricity as a cheap motive power, the five-cent fare for 
a long time was regarded as a great stabilizer. It gave the companies some- 
thing definite to count upon and they felt confident that with the growth of 
population and the riding habit on the one hand, and with lower operating 
costs on the other, they would be able to make a mint of money in a city 
of any size. But the sudden change in economic conditions resulting from 
the World War brought the street railways, and all other utilities operating 
under fixed price schedules, to a realization of the fact that they could not 
live without flexibility. 

Unchangeable prices for utility service fixed by contract for a period 
sometimes extending to perpeutity are not the only illustrations of the an- 
noying inflexibility of the franchise contract as an expression of the power 
of regulation as applied to the operations of public utilities. Provisions 
relating to motive power, routing of cars, operating schedules and other 
matters affecting service, in many cases signified an intolerable inflexibility 
in the street railway business. In the gas business old candle power stand- 
ards and even heating standards have often become obsolete long before 
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determinate permit and its corollaries are advantageous to the public 
[h providing the conditions of efficient work to the public servants, al- 
npon the assumption that the utilities are in spirit and in fact guided 
•fly by the idea of public service. The free hand is good for all 
i concerned so long as the servant does not forget his status and does 
use his freedom from restriction to get power over his master and ex- 
om his master unreasonable compensation, or compel his master to 
► with inadequate service. From the public point of view, therefore, 
matter of funmental importance to determine whether or not there 
an irrepressible conflict of interest between the utilities under private 
ion and the public which they serve — to determine whether or not the 
s under private operation are guided primarily by the idea of public 
I or, on the contrar>', tend to subordinate the idea of public service to 
)wn idea of private profit. If the indeterminate permit is a perpetual 
xlusive franchise "during good behavior only," then from the public 
3f view it becomes all important to determine what are the guaranties 
)d behavior and what are the alternatives if and when the utilities 
from their good behavior. 
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Ipoint most utilities had been irresponsible: their books were not kept 

'ding^ to any uniform system of accounts : and in many cases the fi- 

ial transactions which thev recorded were of such a shadv character 

the companies found it convenient to destroy the !^ooks after they had 

=d their immediate purpose. One of the stn)np points of puhiic rej^fula- 

the fact that under this svstem all utilities of a class within each 

required to keep their books and records on a uniform basis and 

neqaired to file with the state commission detai\»d annul reports which 

be checked by the employees of the commission and which, in any 

Lt. become public documents open to general inspection. Moreover, in 

yemd of sharply increasinpf costs which followed shortly after the g;cn- 

qiread of the state regulation movement, the rate cases before the com- 

were in most instances started upon application by the companies 

Ives for increased rates. This circumstance gave the commissions a 

for enforcing the provisions of the utility laws with respect to 

Sdty of accounts. It was easy to make compliance with this require- 

st a condition precedent to the consideration by the commission of any 

Scation for increased rates. It is a widclv he-d doctrine that manv, if 

most of the evils of the world which result from personal wrongding 

I be prevented if "pitiless publicity" is applied to the transactions where 

opportunity for wrongdoing lurks. Publicity of accmmts as required 

the public utility laws is not limited to those jurisdictions where the in- 

erminate permit has been adopted as the characteristic tyj^e of utility 

Bchise. Nevertheless, in those coninumities where the indeterminate per- 

t has been adopted publicity of the financial transactions of the utility is 

Vded as one of the most effective and salutary guaranties of good be- 

rikw on the part of the utility. 

Sontinuing Power of Regulation. Another principal guaranty, that goes 
th the indeterminate permit system as adopted in Wisconsin is the con- 
ning power of regulation by commissions establi>hed tor the purpose 
der broad and comprehensive grants of authority from the legislature. 
ted even from the contractual limitations formerly incorporated in fran- 
isc contracts, the state commission in theory has the power, upon com- 
unt of the municipality or the consumers, or on its own motion, to com- 
1 any utility operating within the state to render safe and adequate serv- 
' at just and reasonable rates. It is assumed that with unfair discrimina- 

* prohibited the utilities are deprived of a weapon for evil doing almost 
important as general secrecy of financial records. It is the theory that 

c state commission, vested by the legislature with sovereign powers and 
sponsible only to the state at large, will be prepared at any time to in- 
^stigate complaints from consumers or to pass upon applications by the 
'Oipanies themselves looking to a readjustment of rates and service, to 
^ end that rates may always be just and reasonable and service may al- 
*ys be safe and adequate. It is the theory that the commissions have pow- 
to protect the public from extortion by the companies, power to compel 

* companies to fulfill the obligations of monopoly by rendering adequate 
^ expanding service, power to protect the investors from fraudulent mani- 
"*tion of securities by the companies themselves and power to protect 
^.companies against the hostile attacks of selfish groups of consumers or 
'"tical demagogues. So, in theory, continuous state regulation is looked 
•^^ as a primary guaranty of good behavior on the part of utilities operat- 
? tinder the indeterminate permit. 
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NPter VL — ^Where Publicity of Accounts Has Broken Down. 

the preceding chapter I have pointed out the characteristic provision 
leterminate permit laws which, it is claimed, will serve as guaranties 
)d behavior on the part of the utilities. Since the privileges and bene- 
Jcured to these corporations by the indeterminate permit are far-reach- 
id of great importance, it is necessary to inquire whether or not these 
ities are practical and adequate. This question will be considered in 
id the following chapters. 

ts Reported Must be Understandable and Pertinent. To be effective, 
ity of accounts must give the public access to the facts in such form i 

hey can readily be understood and have a direct bearing upon the is- ! 

avolved in a controversy over service or rates. It almost goes with- j 

ying that in the main the interests of the consumers of public utility J 

e in a given urban community will not be adequately protected unless 
mmunity itself in its organized capacity can intelligently and effective- 
[uire into the pertinent facts and present the common cause before 
»mmission. It is beyond hope that individual consumers or groups of 
mers, except in very rare instances where large business interests are 
tdf will be able to formulate complaints intelligently and prosecute 
effectively before a state commission, especially in the teeth of the or- 
*d knowledge and interest of the utility whose revenues and profits 
stake. A uniform system of accounts with publicity concerning the 
ial transactions of the business becomes useful when the books are 
md the reports rendered clearly and definitely with respect to the 
of service or the area of service involved in the particular complaint 
lie. 

isoUdatian of Areas in One Operating Unit. Through the tendency 

utilities to consolidate so that the operations of a single corporation 
)t confined to the limits of one municipality, and very often not even 
ed to one class of utility service, an enormous obstacle has been thrown 

way of publicity of accounts as a practical guaranty of public knowl- 
md effective control over rates and service within a given area. As 

the books of a utility are kept as a unit with little or no regard to 
ipal boundary lines, and even where two utilities are operated by the 
company, the accounts are seldom kept so as fully and clearly to sep- 
the financial transactions relating to one kind of service from those 
ig to another. Street railway and lighting utilities, when combined 

one corporate control, have power plants in common. Gas and wa- 
ilities sometimes use a common trench for the two kinds of distribu- 
lains. Gas and electric utilities share the same office building and 
istrative organization. In fact, it would be hard to find a case where 
pany owning and operating two distinct utilities in the same com- 
Y keeps its records entirely separate for the two classes of service; 

it does in some form keep them separate, it has to do so by virtue 
►ortionment or allocation of investment and expenses which is more 
3 intricate and arbitrary. In any event, where there is such an ap- 
timent or allocation, complainants with respect to rates or service, the 
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I of a local otflitj through contract, some of the construction costs or 
operating expenses which appear upon the books of the local utility 
tennined by self-ser\-ing arrangements in the corporate family. Such 
:cments cannot be accepted in good faith by a group of consumers or 
licipality representing the consumers, but on the other hand, it is a 
* of infinite difficulty and expense to get behind the surface facts 
ed on the books of the local company. How infinitesimal are the 
ces of an individual city as compared' with those of the American 
lone & Telegraph Company, for example. Under such conditions, 
utile it is for a single municipality to try to get at all the facts neces- 
or an intelligent and unbiased determination of the issues in a local 



IS, publicity of accounts, as it has been developed under the policy of 
regulation of privately owned ard operated utilities, falls pitifully short 
purpose as a guaranty of adequate service at reasonaSle rates. When 
les to interstate operation and intercorporate connections with hold- 
>mpanies and management organizations, even the state commissions 
elves do not have broad enough jurisdiction, territorially or from the 
x>int of corporate activity, to get at the facts which publicity of ac- 
s as a simple theory- is supposed to guarantee as the first requisite of 
»sful r^[ulation from the public point of view. 
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^5ory, which has the greatest support in reason and experience, might 

aily represent 20 or 25 per cent of the total undei)reciated cost of utility 

^opcrties. On the basis of 15 billions of dollars investment this difference 

<:Mld be at least three billion dollars and at the rate of return ordinarily 

owed to public utilities under regulation would mean a difference of 

^,000,000 a year in the amount allowed to them as a return on invest- 

t; and this in turn means a corresponding difference in the amounts 

be collected through rates from the consumers of the country in the ag- 
tgr^te. It is not difficult to draw the conclusion from a broad general 
^"vey of the issues involved that the state, in attempting to control the 
l1 operation of the public utilities and to limit their charges and 
their profits in the public interest, is undertaking a job so difficult 
"to test the very foundations of government. 



own of Regulation. The development of the i>olicy and machine- 
^^ of state regulation as applied to public utilities, not counting the initial 
^^*^od of minor experimentaticm that preceded the enactment of the Wis- 
sin and New York public utilities laws, has now covered a period of 
rly 20 years and has spread out territorially to include most of the states of 
-J. -^ Union, as well as the District of Columbia and the insular possessions. 
^^ it true that the powers conferred upon the commissions nowhere quite 
^[^^asure up to the ideal requirements of the situation and in many jurisdic- 
^Ons fall far short of the powers which might be conferred by the legisla- 
ture and which in fact are necessary if state regulation is to have a com- 
*^kte and final test as a policy of government. Notwithstanding these in- 
consistencies and imperfections in the utility laws of the country, the ex- 
X^nient with state control has gone on for a long enough time, over wide 
^ough area and has been applied broadly enough to public utility activi- 
ties to enable us to see the inherent difficulties and weaknesses of this sys- 
tem of control. In this discussion it must always be kept in mind that un- 
der the indeterminate permit, with its Wisconsin corollaries, the protection 
of the public while private operation continues is dependent almost wholly 
upon the efficacy of state regulation ; so that in discussing the strength and 
weakness of state control, we are throwing light upon the merit of the in- 
determinate permit as a franchise policy. It cannot be successfully dis- 
puted that state regulation has failed in practice and broken down in theory 
to a greater or less extent because of certain difficulties largely inherent in 
the system, which may now be considered. It is unnecessary to pursue the 
subject into the highways and byw^ays of experience for the purpose of 
bringing to light all of the minor difficulties which have been experienced 
in the practical application of regulatory systems. It will be enough to 
point out the major difficulties which are to a large extent inherent in the 
problem of public control under American conditions. We may now con- 
sider these difficulties seriatim. 

(1) Commission's Statutory Powers Limited. In the first place comes 
the limitation of the statutory powers of the regulatory commission to 
'which reference has already been made, and the limitation of the commis- 
sion's technical and practical ability to cope with the financial and operat- 
ing problems of the utilities from the outside. Obviously, where jurisdic- 
tion is limited, either by contractual provisions in franchise grants, or by 
failure of the legislature to confer upon the commission powers of control 
as broad as the utilities' activities, the commission will be handicapped in 
its work of regulation; and unal^le to develop a comprehensive and far- 
reaching policy based upon a consideration of all the facts and appHcab^' 
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Oae iHuitnitioii dnwn 
iD^lo wUk the mittnrr of secniitiei 
wiiiioii ii given no power 
by icaliiq^ down the 
thcMigli they may be 
or of tte vahe at tibe time of the invesi 

as a tide is limited to a contnd oE 
far the pm po ae of getting new 
is oivcreapitalized with respect to 
I tlKN^ issued for cash at ptr, 
mrdsatehr ther are oat, partake to a certain cstient of tiie nnsoundncai 
the ge tiuiti e * ptrviamaij isaocd. This is absohitdy true unless all new 
cnnties are issoed ia daases fay thensehrcs. neidicr oooidinate with i 
junior to the old s c cuiities - The attempt to raise new money by die 
^osDce of new bonds or by die immmiL of new stodc tfiat will appear to 
tree trom the infirmities ol hoods and stodc already out, gives rise to i 
of the extremely compKcated and alaMM fantastic financial st r u c tur es 
characterire present <hy utility -fiaasdqg. The more complicated the 
tnre is* the g re at er is the tribate Aat must be paid to the bankers in f 
calling and refloating securties; and a cur sor y view of the effect of 
tion seems to indic a te that it is very doubtful, whedier regulation hts 
izct lomered the cost of new money far public utility enterprises at all 

In many jurisdictions tiie commissioas have not even had the m 
til coinpel a readjustment and re d uction of Ae securities outstanding 
a utility is being reorganized after having gone through bankmptcj. 
the commission in every case had the broad power to compel the otilitj 
readjust its outstanding securities to an approximate agreement with tM 
arvunt i»f K^na fide invoiment, or with the amount of the actual vahcrf 
:he property recogiiiied a< a basis for rate making and public purchase, it 
wi'U.d be in a n:uch better position to make its control of security issncij 
Ci.nsistent. effective and saluUry. 

No Control Over Interstate Activities and Holding Cooqianies. r».u»^j 
I invitation upon the powers of the state commissions arises, not so vaxA' 
fnrn incomplete state legislation as from the hct that the utilities in vbmBJ 
cases carry on interstate activities and participate in interstate commcrcei 
which is not subject to the jurisdiction of the state authorities. In a still j 
greater number of cases the utilities operating within a given state aresttb-.. 
ject to control by business corporations known as holding companies of 
nianafjement concerns incorporated in other states and, in any event, not 
directly subject to the jurisdiction of the commission that has control over 
the operating company. While it is true that in rate cases the utilities tfC 
always maintaining the position that everything pertinent to the issues of 
the case is shown on the operating company's books and records and tW 
the holding company is merely the stockholder into whose private aftriw 
the state has no business to inquire, this claim is technical and theorctfaJ- 
in fact, the holding company often performs many of the functions of 
operation and, particularly, the holding company controls the financing of 
the utility so that there can be no free consideration and adjustment of the 
utility'H affairs without the commission having actual and complete juris- 
diction over the holding, as well as the operating, company. This is qn^ 

•osmblc where the holding concern is a foreign corporation and is prt^ 

impossible because of the magnitude and complexity of its opctar 

icrever the holding company or the management corporation is » 
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soncern located in one of the financial cntrrv :ii:(| h:i\iii^ cuntml over 
Ktilities scattered everywhere. As already i- i::tri| nut, wlu-rr allmatiun or 
pportionment of invcslirent (;r rxpi-nsc-^ I i'i«»: rs iM-n-N^.-iry. llu* rrj^nla- 
Dry authority, in order ii» hv i-xm- i»f i!ii* imm. h.i> i«i lia\r kiit»\\U'd^'e of 
he whole, and in the case of the va-t, wid** sjin-rnlinj^ iitilily systnns nf the 
onntry this would make it necrssary inr a .v:(al m.u.y chiurriil ^-tatcs tn 
oake valuations and exaiiiiiu* acci'iints ni' thr uhdc ••! tlu- aiiiliatrd sv.^- 
em of properties, althi>u^'h (hr indivichial >t.!tr i.s itnid ii:iil in tlir end 
inly with the property used i't»r Incal i»iirpu.<rs. 

T}ie utilities are eloquent in defence nf tlir lioldin;; i-iitr.pany and niaii- 
igement company system. They nevor lire <>i" iM»iiiiii!«^' i.ut tlu- i^irat theo- 
ttical advantages of actual ctMisulidalitiiis ir df tlu- c»»i;iTntratii:n ni fi- 
lancial control and of certain aspects nf tipi'iatini,' n a:;av:fr.iriii. It is ap- 
ttrcnt, however, that the tendency to ecus. li(lati«»n i«^ !ii>ii*ri'd to a lari^r 
sxtent by personal and selfish irurots imt conduci. r to tlu* piil»lic wcl- 
[are and often directly inimical to it. Through consolidation in tht* vaiions 
tonns which have been characteristic <»f utility deve-«ipnuMit. the utilities 
ire n\pre and more enabled to i scape fir>t from eftrctivc local re.i:ulati<)n 
Md later even from effective slate re^tl^'lti»ln. Manv actual cnnsnlidations 
and many of the intricate orj^ani/alituis luill up t«>r the cuntrol of widely 
separated utilities are the result nf niani])iil.ition by i::dividna1s tint inter- 
ested primarily in renderinj^ l;ul lie seixice. lut in e\i»ioitir,.!.: ]>uMic service 
fcr their own profit throuj^^h the maiiipiilatinn <if securities. It is apj^areiit 
ftat, under effective public rej^ailation. the utility business with its i)rofits 
limited and its practices super\i>ed is a field in which j^et-rich-(|uick artists 
ttn not work advantaji^eously. It does not offer the oj)portunities for the 
knilding up of vast perscmal fortunes. If men are anxious to i^et im- 
Biensely rich in a short time, they will steer clear of the utility field if, in 
feet, the investment in the utility business is treated as property devoted 
to ptiblic service and if, in fact, the utilities arc held to their obliji^aticm to 
^ake the rendering of public service their first concern. It is only by 
^ticcessfully resisting the theory of public rej^ulation that the ambition of 
individuals to make fortunes in the utility business can be i^ratified and the 
holding company and the manaLcenient corporation are devices promoted 
largely for the purpose of making it possible for individuals to achieve their 
financial ambitions, nowithstanding the conditions of regulated public serv- 
ice theoretically applicable to all utilities. 

(2) Regulation More Difficult Than Operation. The effective regula- 
tion of a great business enterprise, such as a i)ublic utility, is inherently 
'^ore difficult if undertaken from the outside than the direct operation of 
the utility. Those who operate have intimate and detailed knowledge of 
the facts. If they have the will to render adequate service at reasonable 
^tes, they can do so more easily than enybody else can compel them to do 
^0 against their will. To a great extent regulation cannot be effective un- 
J^ the regulatory authority duplicates the work of the operating company 
*n important branches of management and particularly in the details of ac- 
^tinting analysis and financial control. It is naturally more difficult and 
^nsive to get the facts from the outside than to develop them from the 
'nside. The result is that a regulatory commission, unless it depends im- 
properly upon the facts and figures submitted by the utilities without ade- 
quate analysis and checking, is compelled to go to enormous expense in 
jetting the data essential to the effective performance of its function. The 
utilities in keeping their books and in making up their reports to be filed 
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cs into a big lecture room and emits wisdom for the benefit of several hun- 
l students in much the same way that the rain falls on everybody, the just 
the unjust alike. But state regulation of public utilities cannot be made 
ctive just by the lecture system. There must be individual investigation, 
ly of home conditions and appropriate individual help and correction ; and 
public utility classes are too big. 

i) Utility Politics in Commission Regulation. For a good many years 
utilities generally have l:een loud in their denunciation of the system 
ocal control and in their praise of the scheme of control through state 
imissions, alleging that under local control the people who consume the 
ice are permitted to say how much they will pay for it, and self-seeking 
ticians depending upon the votes of consumers are inclined to make the 
ilation of rates and service a football of politics regardless of what is 
lible or equitable in the premises. The utilities give utterance to the 
>ry that state regulation means impartial and intelligent regulation ; 
the state commission will be free from responsibility to the selfish de- 
ds of consumers or to the political demands of local demagogues, and 
cially if the commissioners are appointed to office for long terms with- 
being subject to removal except upon charges that would justify the 
jachment of a judge, these bodies will develop expert intelligence and 
cise a sort of superhuman courage and independence, all for the good 
glory of the commonwealth. It is well known, however, that the estab- 
lent of a system of state regulation to the extent that it has removed 
utilities from the field of local politics, has transferred them to the 
of state politics. The only way the utilities can be kept out of politics, 
, state or national is by letting them alone and allowing them to do as 
please. The moment that any governmental authority seeks to ex- 
e the power of regulation with the purpose of limiting utility profits 
requiring utilities to render public service against or beyond their will 
3 so, the utilities themselves will get into politics. Under a system 
ate regulation they have great advantages as compared with the posi- 
they are in under local regulation. The tribunal before which they ap- 
is relatively remote from the point where the service is rendered or 
ates charged with respect to which complaint is made, and relatively 
from the immediate pressure of. the consumers whose interests are di- 
{ involved. The very advantage which the companies have in present- 
he facts of the case, in the way that I have already pointed out, tends to 
ase the respect which they are able to command in their appearances 
e the commission. Public serice commissioners are only human. As 
iduals they are subject to the assiduous demonstrations of respect which 
y counsel usually indulge in ; and the men that appear before them as 
senting the utilities, either as lawyers, engineering experts, financial 
ts, or managers, are usually the highest priced and most successful 
of their class in the community. They not only are able to wear good 
es, indulge in the attractive luxuries of life and display the personal 
s which often come with wealth and social position, but they are also 
of power in politics and finance. 

wards Offered by Utilities for Technical Service. The utilities are not 
figuratively speaking, to take public service commissioners up into a 

mountain and show them the kingdoms of this world. They have a 
penchant for employing ex-governors, ex-city attorneys, ex-judges, 

ythings that have been honored with public office and, by reason of 

distinction, acquired fame among their fellowmen, and it is not at all 



be charged to operation and, thcrrfcire. that the city had mi Mifficirnt in- 
terest to go further in its inquiry. 

The Roll of Honor at the Counsel Table. T.v thr timr itii- ]T!inaiiriit 

nfaiation and rate proccedinjj came nn f^r hrariii;:^ tin- *iiiiri;il ruiin-fl. wIm 
lad been successful in prcvcntinj; the city's iiKiiiirini: i!it«» t!ii-r |»M!itir;i! rx- 
peoditnres, had heen clevatc<l to mt'inlrrship in xhv I'liitr*! Siatr^i Siijimiif 
Court and his decisions hcf<»rc the citurt were ciinl at hMi^^th \*\ his inriurr 
feDow counsel as authority in binding the connni>siiiii in certain liratichrs ni 
irate case. The company's coun»irl artivrly participatinj^^ in thr pmcrrfl- 
iog before the commission consisted of thrt'r mm. At the head oi thr taMr 
iita lawyer who had been a ju<l)^r nf thr Sufirrmr Cunrt iif Minnrsiita and 
who enjoyed the distinction of l»rinj; callrd "Iiid.i;r" aftrr thr Amniran rns- 
tom under which a man once a jud;;e is al\va\s a jncl^r, «inrr a mnnni slimier 
always a commissioner, once a j^«»vrrnor al\Nays a ;^i»\rrrj»r. Thr lawyrr 
who was most active in cross rxaminatinn of thr rity'^ wjtnrssrs was a 
hading state senator who for many yrars had fillrcj thr d«iiil»lr rolr «•! rmni- 
k1 for the Twin City comfianirs and inllurntial mrtnlirr nl* tlir majority 
party in the state senate, lie had particii)atrd in thr prcKrrdiii.i^s :it thi' 
time of the passap^e of the slrcrt railway contn»l art aiul his \otr was rrc- 
wdcd in favor of it. IU*fore the c«inimission, as rNrwIinr. lir was kimwn 
W "Senator." The third lawvrr at thr mnnsrl taMr mi thr rmnnanv's si<lr 
Was a man who, when the emrrj^rncy prorrodinj^ was hrfnrr thr commission 
in 1521, was a leading and active nM-mhrr of thr commissinn itsrlf and had 
widertaken personally to direct llir rx^K-rts on hoth sides as to thr manner 
of the preparation of their case fjir i>rrsrntation hrfnrr thr commission. A 
f*w months before the hcarinj^^s on tlir valuation jirocrrdinj^ commrnord. 
this man had resigned from thr r«imnii*«>it»n and shortly aftrr thr hrarinj^s 
started he was introduced to the ccjinmission as associate cmmsrl for tlic 
company. During the period covrrrd l>y thr hrarini^^s this rx-mrmhrr of 
the commission, at the l)egiiininj^ and close of thr day, at the noon recess, 
or during the brief recesses in thr midst of tlir niornin«^ and aftrrnoon ses- 
sions, made himself at home K<»"^ik^ i" *i"d out of tiie commission's inner of- 
fice as if he were still a memher t»f the commission itself. 

In the discussion of the indeterminate i)ermit as worked out in Wisconsin, 
* have already called attention to the fact that three chairmen of the Wiscon- 
^ Railroad Commission, who attained great distinction in the field of rcg- 
^tion, successively left the public service to go directly into lucrative em- 
ployment at the hands of great utility interests, national in scope. The prac- 
'^ce indicated by these instances drawn from the experience of Minnesota 
^d Wisconsin is rather the rule than the exception where men have shown 
''^rked ability or otherwise attained ])rominence as public servants in the 
r^&ulatory field. Without the benefit of a search warrant, instances could 
*^c cited from the experience of New York, California, Ohio, Indiana, Illi- 
''^^s, Missouri and Virginia. 

(5) Jug-handled Jurisdiction of the Federal Courts. The final circum- 
^^^nce that makes impossible the ultimate success of public regulation of 
Wvately operated utilities, whether such regulation is undertaken by state 
^^ by local authorities, is the one-sided jurisdiction of the federal courts with 
^.^spect to utility cases. The theory of the law is that the power of regula- 
fton is vested in the state to be exercised either by the legislature itself or 
^y the municipality or by a state commission established for the purpose, 
^ the constitution and laws of the state may direct; whereas under the fed- 
eral constitution the utility corporations representing the rights of vested 
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Wier the city or the company fnnii the commissiun's dcci>it>n to the dis- 
nct court of the county in which the street railway Dperated and U^r a 
vAer appeal from the district court to the supreme court of the state. 
^ apart of the scheme of cooperation between the state and the local au- 
kiritics in the regulation of street railway companies, under this Minne- 
Wi law it was provided that the city should he a party to every proceedinyj 
iMitntcd before the commission by the company and that where a perm a- 
■jent rate was to be fixed, the city should employ an expert, make a valua- 
tion of the property, examine the company's txxiks. study its operatinji; con- 
ttoDS and present to the commission a full and detailed statement of the 
"fccts as found by the city, preliminary to the commission's judgment uixm 
Ike issue involved. In order not to burden the general taxpayers with the 
<wts of rate controversies, the law provided that the reasonable and neces- 
■uy expenses of the city in preparing its case for presentation to the com- 
nission, within a rather liberal maximum amount to be spent in any one 
year, should be recoverable from the street railway company concerned and 
Uiat when paid by the company this cost shi»uld be charged as an operating 
expense. 

The Companies Fly to Their Haven of Refuge. However, in the Duluth, 
Minneapolis and St. Paul cases, as soon as the commission had rendered 
*ts decision, the companies, unwilling to follow the procedure prescribed by 
the law which they themselves had promoted, immediately jumped into fed- 
^pi courty claiming confiscation and demanding an injunction to prevent 
^•Jc commission from enforcing its orders. Hy following this procedure, the 
^mpanies gained two great advantages. In the first place, whatever ex- 
P^e the city incurred in further litigation would be chargeable against the 
'^^^yer and' could not be recovered from the street railway company. The 
p.*^i depending upon the provisions of the statute, and aiming to carry the 
J^igation through the state courts, according to the procedure prescribed by 
he street railway control act, naturally made no provision in its budget for 
^pcnses of litigation which it had no reason to expect. In the second place, 
^ith the proceeding transferred to the federal court, the city was estopped 
^om securing a review of the commission's decision on its merits with the 
liance that it might get judicial relief by proving that the commission's 
^luation or rate of return was too high, or in any event that the rates fixed 
>y the commission were excessive. On the other hand, the companies, by 
he federal court maneuver, were able to put the cities in a position where 
hey could not fight, even at their own expense, except to defend before 
he federal court the decision of the commission which they believed to be 
njust and which they were seeking to have reviewed in the state courts, 
nd where the utmost that the cities could gain in the litigation through the 
ideral courts would be to hold the companies down to what the commission 
ad given them, without any hope of getting the commission's decision modi- 
ed in the public interest. Under these circumstances, in the Minneapolis 
tid St. Paul cases the cities, although they had taken immediate steps to sc- 
are a review in the state courts of the commission's decisions, found them- 
ilves in a position where their only practicable recourse was to compromise 
ith the companies on the basis of an acceptance of the commission's find- 
igs and a discontinuance of litigation all around. In these cases the com- 
lission had obviously gone as far as it could find any excuse for going in 
ivoring the companies for the very purpose of preserving its jurisdiction 
nd keeping the cases out of the federal court. Under conditions like this 
is inevitable that state commissions will gradually be controlled more and 
lore in their decisions by fear of the federal courts operating as company 
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Chapter VIII.— Where the Right to Terminate the Permit 

Breaks Down 



The Right of Termination is Vital. The inherent limitations in publicity 
accounts as an automatic or semi-automatic regulator of the rates and 
•rvice of public utilities, and the breakdown of state control as an affirma- 
ve regulator under conditions which cannot easily be remedied by legisla- 
on, leave the final guaranty of the public interest under the indeterminate 
imiit of the Wisconsin type in the right of the municipality to terminate 
le franchise by purchasing the property for public operation. Usually this 
g[ht goes to the municipality in which the major portion of the property of 
le utility is located, but it is not necessary that the right to purchase should 
- limited to the municipality ; it may be vested in the state or in any trans- 
>rtation or utility district created for that purpose. Therefore, when I re- 
r to the right of the municipality to terminate the grant and acquire the 
operty for public ownership, I use for convenience terms indicating muni- 
;>al ownership and operation without intending to confine their meaning 
technical ownership and operation by the municipality as organized for 
her local purposes. The emphasis here laid upon the power of the muni- 
^ality to terminate the franchise and take over the property for public 
oration is in line with the fundamental definitions of the indeterminate 
^*^it and with the characteristic declarations of the leaders in the utility 
M who advocate the adoption of the indeterminate permit as a public pol- 
'• As we have already seen, the famous Massachusetts committee of 
^8, in reporting on the characteristics of the indeterminate franchise for 
^et railways in Massachusetts, characterized this type of grant as a "ten- 
• during good behavior," even though in Massachusetts the municipality 
s not compelled to purchase the property upon the termination of the 
^t. Later, at the inception of the modern state regulation movement in 
*^ in Wisconsin, as we have seen, Mr. Allen Ripley Foote described the 
c of indeterminate permit which is the main subject of discussion in this 
^rt, as an exclusive and perpetual franchise to be enjoyed "during good 
^vior only." In 1908, in a special report (^) to the Public Service Com- 
^ion for the First District of New York, Dr. Milo R. Maltbie, a member 
^he commission, gave the following definition of the indetermante fran- 
ie: 

"The indeterminate franchise, or tenure during good behavior as it is sometimes 
illed, briefly defined, is a franchise which may be terminated by the proper authori- 
es at any time upon the payment of a fair compensation for the value of the prop- 
•ty thus taken, exclusive of franchise. There are many other provisions of impor- 
mce which are necessary to the practical operation of the plan * * * ; but the funda- 
lental principle is the right of acquisition at any time at a reasonable cost. This is 
le only way whereby a community can always and continuously control its own des- 
nies and diirect its own growth. Government supervision of corporations is an ef- 
ictive weapon, but there are times when the desired results can be obtained only by 
le complete elimination of a given corporation or group of men, and then the right 
f purchase, to be followed by governmental operation or lease to another private 
3rporation, is the only adequate remedy." 



) "Report on The Indeterminate Franchise for Public Utilities," submitted December 29, 1908. 
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Effect cf ?u:'.i: H: utility to Municipal Ownership. The fact that the k 

<!Ltrr::.::.::-c : •. ': : ". .- :. t rr'.n:o:ed the policy of public ownership do* 
iifii in itself : r--. r z'.v-.z the right to terminate the permit is illusory. Ma-n 
of tlio>c v.lvi I ;■; --f jaiMic fiwnership of public utilities as a general polic:. 
have Keen Ir. luh-i in their i)raise of the indeterminate permit coupled wit/ 
state rej^^ulation in the belief that such a system would prove so effective i^ 
procurin^^ for the piiljlie .'ulefjuate service at reasonable rates as to make a 
resort to public f.wncrsliip unnecessary and unpopular. It may be that jt^ 
^ome instnuvvs this result \\;\s \H*e\\ obtained, but the fact remains that in 



•uj communities, partly as a result of the characteristic American atti- 
Ue toward governmental enterprise and partly as the result of the a^^sidu- 
s propaganda against municipal ownership, which has been and is being 
curled on by the great vested interests in the utility field, the responsible 
iqvesentatives of the people in state and l<Knl g:«)vernment, as well as the 
BiDfficial leaders in the formation of controlling public opinion, have as- 
snmcd the attitude that public ownership and operation in itself is a ter- 
fftle evil, something to be avoided until the community gets into the last 
CKtremity of desperation. Stale regulation, service at cost franchises and 
now customer ownership have been brru^ht ft»rward as substitutes for 
threatened public ownership on the the«»ry that almost anything will be bet- 
ter than public ownership itself. To the extent that this hostility toward 
public ownership as a policy, whether it be based upon fear, distrust or 
hatred, prevails in a community, the technical right of the city to terminate 
a franchise and substitute public ownership f«ir prixate ownership and opera- 
tion cannot in fact have any considerable weight as a ijuarantee of good 
service and reasonable rates under private ownership. L'nder those condi- 
tions the reserve right to terminate the grart is a sort of stuffed club in the 
hands of public officials or politicians who are charjred with the responsibility 
on behalf of the public of negotiating new franchise contracts with the utili- 
ties or of exercising regulatory i)ower over them. The utilities have been 
tn the game long enough and are well enough organized so that a stuffed 
dub no longer has any great terror for them. It is a good deal like the 
threatening gestures of a fond parent or teacher who is known to have a 
fixed horror for corporal punishment and who has never been known to in- 
fiict it. Under those conditions, the bad boy is not badly scared by the up- 
lifted hand. To the extent, therefore, that this attitude of deeply grounded 
^fetrust toward the program of public ownership controls the thought of the 
^oimunity, or at least of the governing portion of the community, it cannot 
P* expected that the indeterminate permit will in practice result in promot- 
">? the policy of public ownership or, for that matter, that the right to 
J**lninate the permit will in practice differentiate it in any significant way 
^^Om a perpetual franchise. A stuffed club will not guarantee adequate 
®^rvice at reasonable rates where the stake is so tremendous as it is in the 
Public utility business. 

Hilwaukee Unable to Achieve Municipal Ownership Notwithstanding the 
^Indeterminate Permit. But after making due allowance for the effect of ad- 
^^rse public opinion upon the progress of the municipal ownership move- 
ment, it remains a fact that in communities where public ownership senti- 
'Uent has proven its preponderance through various formal or informal ex- 
pressions at the polls, the indeterminate permit of the Wisconsin type has 
^^ thus far been of any particular help in the realization of the aspirations 
^f the people for the achievement of public ownership. Milwaukee was the 
J'rst great city to have its street railway rates and service brought exclusive- 
ly under the regime of state regulation coupled with the indeterminate per- 
*^it. For a long period Milwaukee has had most of the time a Socialist ad- 
'Ministration, with the Socialists strong in the City Council and sometimes 
F^mrolling that body. The opponents of municipal ownership claim that 
?^ is Socialistic, although the outstanding examples of municipal ownership 
^M this country and in the British Empire have not been established through 
^he activity of the Socialist party. The honors in this country are pretty 
^ell distributed among the Republicans, Democrats and Non-partisans. 
*Iowever, beyond question municipal ownership of public utilities is one of 
^hc planks which is included in the program of the Socialist party which in 
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tifity in Milwaukee is operating under an indeterminate permit which amotnits to 
perpetual franchise unless it -s terminated in the methiHl provided by the statutes. 
Ik City could not build a compitiiiK line without ulttjinin^ a 'oertitivate (»t con- 
siience and necessity' iroiu \\:v Hailmad ('•t:)ifiii<><«-i n whirh would re(|uire a 
owing, to the satisfact-on ni tho i'l'iiiuii-^iiti. th.-t tlu- i»re>eiit utility cannot render 
iequate service. Your committee ii'n^itUr^ it lir\o:id the ran^je oi prol)al)ility that 
ich a certificate could be obtained. 

"^he only method of term:n::tin^ the ri^'lits oi tlu- < xintin^ pu1»!ic u'.ility ct^mpanies 

by the purchase of their pn per:ie< in a^ lord.nui- with nicthtids prt>vided by law. 

ad no practical method has cxi>tid heretiii«»re by which the City cou!d raise ihc 

mds for such purchase. 

** m ^ m 

"The question, therefore, as to the doirability . f the public ownership of public 
rtiUties, for the present or immediate future, >o tar r.s the I'ity of Milwaukee is con- 
*nied, is purely an academic c;uistii»n. since there i^ no practical methid under the 
aw as it has existed by which such ru!)lic ownership can be brou^t about, 

**It was the consideratirn oi this fact, among other-, which led the i'ommittee to 
[DQnire as to the feasibility of other methods of improvini: the public utility s tuation 
tn Milwaul ee. both bv beiterini; the relatit»ns lietwecn the public utilities and the 
citizens of M Iwaukee while the utilities are under private owner-hip. and by brin^r- 
^g about a situation under which the C'ity can with less difficulty act^uire such 
Wilities at such time as the City may decide to do so." 

Financial Obstacles to Municipal Ownership in Illinois. The obstacles 
the way of the achievement of iiuinicipal ownership in Milwaukee under 

- Wisconsin indeterminate permit law are duplicated in a somewhat dif- 
ent form by the obstacles in the way of the achievement of municipal 
ncrship of stieet railways in C'hicatio, under the settlement ordinances of 
i7, notwithstanding the optiim reserved to the city to terminate them at 
y time by taking o\er the property. The debt limitation imposed upon 
ics by the constitution of Illinois is 5 per cent of the assessed valuation, 
e same as it is in Wisconsin, but the situation in Illinois is further com- 
E>licated by the fact that assessed valuations under the general laws of the 
Me are only 50 per cent of the full value of the property. This has the 
^cct of reducing the debt limit imposed upon the City of Chicago by the 
^te of Illinois through constitution and statute to 2^j per cent of the de- 
fined value of taxable property within the city. Even if the law were 
^ged to provide for assesments at 100 per cent of value, the increase ef- 
^ed in the city's bonding capacity WDuld be insufficient to provide for the 
^Uisition of the Chicago Surface Lines alone, without reference to the 
^'ated railways or to proposed subway construction. The Chicago settle- 
^t ordinances were negotiated in 1907 and ratified by the electors with 

- understanding that the city would in fact have the financial ability to 
luire the street railways at any time through the issuance of the so-called 
•leller law certificates. These certificates were to be secured by mortgage 

the revenues and property of the utility alone, subject to the right of 
"eclosure in case of default in the payment of interest or principal, and the 
fther right in the event of foreclosure vested in the purchaser to take pos- 
feion of and operate the properties under franchise for a period of 20 years, 
lortly after the passage of the 1907 ordinances, the Supreme Court of Illi- 
is in a test case ruled that the Mueller certificates, by reason of the fact 
It they would be secured by a franchise conveying the conditional right 
operate in the public streets, would in fact be a charge upon the general 
idit of the city and, therefore, would come within the 5 per cent limitation 
posed by the constitution, the sair.e as if they were general city bonds, 
is decision destroyed the possibility of immediate municipal ownership in 
icago. 

Zhicago was so far committed to the policy of municipal ownership of 
eet car lines that it included in the 1907 ordinances the provision for the 
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this, as in other respects, may advocate and approve of measures which :- ■ 
fact are non-partisan in character. At any rate, the city of Milwaukee wi^'- 
its Socialist leanings has not been able to make any distinct progress towa; ' 
the acquisition of the chief public utilities operating in that city. There 
no reason to believe that this failure has been due to the popularity of sta 
regulation under the Wisconsin utilities law. The City of Milwaukee r-: -. 
peatedly and in different ways has manifested its dissatisfaction with ti- 
existing regime. In 1919 the city appointed the Street Railway and Electri-' 
Power Acquisition Committee to report upon the advisability of acquirin,'.; 
the street railway and electric light utilities and a financial plan for thei" 
acquisition. This committee at the outset found that the city was in no fi: 
nancial position, under the constitutional and statutory restrictions of muni 
cipal indebtedness in Wisconsin, to acquire outright the utilities owned am- 
operated by the Milwaukee Electric Faihvay & Light Company and its af", 
filiated concern, the Milwaukee Light, Heat & Traction Company, througl' 
the procedure laid down in the indeterminate permit law. In its preliminary, 
report, dated July 25, 1921, this committee said: 

"We are requested to report on the advisability of the purchase by the City] of the 
street railway and electric lighting- properties. 

"In the opinion of the Committee there are insuperable obstacles to the immediate 
acquisition of these properties under the methods now provided by law for such ac- 
quisition. While the city has the legal right to purchase them, this, at present, is an 
empty right, for the reason that the funds required for that purpose could only be 
obtained by the issue of one of two kinds of bonds and the issue of neither kind, 
in sufficient amount, is practicable at ths time. 

"Under the so-called 'indeterminate permit' law the City has the right to take 
over public utilities by condemnation. The issue of general city bonds to pay the 
purchase pr'ce fixed in the condemnation proceedings is impractical, because the City 
is now near its bond limit. The issue of sufficient bondi for the purpose would far 
exceed the legal limit, and hence this method may be dismissed from further con- 

"Under Chapter 59,'>, Laws of 1919, the City may isfue s special form of bond for 
the acquisition of public utililies, which is made a lien on the properties acquired, 

and which does not become a general city oblig-'- -"' ' -'''■ '" ' 

five per cent limitation of city indebtedness. 

"The practical difficulty of proceeding under 
ality and it has not yet been passed upon by the 
be issued, being equal to the full value or pur< 
security than the properties acquired, it is v 
could be found for this class ct bonds, Whh 
setting up funds out of earnings to meet inter 
fund, so thai the bonds would in all probabilit 
no other security for the bonds than the prope 
ing for the entire value or purchase price, it v.oi 
your Committee, lo sell these bonds at the pre; 

"The case might be different under a more 
existing conditions, with a multitude of bond 
the investor and offering high rates of interest 
der the law referred to, could not be sold, cspec 
to six per cent. 

"The legsilature has for the second lime pas; 
change in ihe state constitution which will per: 
chase of utilities in excess of the present 5 per 
tiona! 5 per cent of the municipality's property 
the state co^s^itulion must, however, be subn 
carried by them before it becomes effective, f 
feet and its adoption by the voters of the st? 
ferm.ined for two years, it is of no service to 

"It has been suggested that the ' 
railway lines following the example of 
pert-es entirely. Aside from the quest! 
alternative open to Milwaukee. Unlflf 



establishment of a street railway purchase fund, now called the Tractw "^ 
Fund, to which reference has already been made. The initial purchase pricT 
of the street railways brought under the settlement ordinances, includin •' 
the suburban lines brought into the scheme a few years subsequent to 190^'-- 
was $55,775,000. The traction fund accumulated to December 31, 192!^- 
amounted to approximately $43,450,000. The amount of the city's share h 
the earnings for the year ended January 1, 1926, and deposited in the fuiMC= 
under the terms of the ordinances in April 1926, was $2,119,120.19. The ia:"^ 
terest accruals are about $100,000.00 per month. This brings the tractiot re- 
fund up to a total, accrued within the first 19 years of the ordinance, of apr:. 
proximately $45,670,000.00. Meanwhile, through the process of rehabilita-rZL 
tion, extensions and improvements, the purchase price of the properties:^ r 
during this same period had increased to $163,508,224, which includes, how-:- 
ever, some $15,000,000 in the depreciation reserves, leaving the net purchase— 
price of the physical properties at approximately $148,500.00. In others- 
words, under the Chicago scheme, the purchase price had increased more ^ 
than $92,000,000 while the fund available for purchase had grown to not ;^ 
quite $46,000,000. Thus the increase in the price of the properties was more - , 
fund up to a total, accrued within the first 19 years of the ordinance, of ap- -^ 
pears that the city has been diligently pursuing the will-o'-the-wisp, muni-.^j. 
cipal ownership, but has been steadily falling behind in the race. 



The Dever Traction Plan in 1925. In 1925 Mayor Dever and the City 
Council negotiated a new settlement ordinance, very comprehensive in char- 
acter, which was described as a municipal ownership project. It provided 
for the purchase of the existing surface lines at the purchase price fixed un- 
der the settlement ordinances, as well as for the purchase of the elevated 
lines, and also provided a vast scheme of street railway and elevated rail- 
road extensions and subway construction, all to be financed through the 
issuance of the so-called "Schwartz certificates." The plan assumed that 
certificates issued under the municipal ownership law of 1913, without the 
security of a mortgage on the public utility property or a franchise to take 
possession of the transportation system and operate it in case of default, 
would be valid and marketable, notwithstanding the debt limitation pre- 
scribed by the Illinois constitution. In the negotiation of the Dever plan 
the city officials deemed it necessary to put the operation and control of the 
municipal transportation system in a straight-jacket under a Board of Con- 
trol in which the banks representing the certificate holders would have equal 
representation with the city itself. Thus, under this plan the city would 
have immediately come into the nominal ownership of the unified local 
transportation system paid for through the issuance of certificates consti- 
tuting a lien upon the earnings of the system. The holders of the certifi- 
cates would not only have had the power by resort to court proceedings to 
compel the management to fix the rate of fare at whatever figure might be 
necessary to provide for the payment of interest on the certificates and for 
their amortization within a period of 40 years, but also until more than 50 
per cent of all the certificates issued, including those issued for street rail- 
way extensions, elevated railroad lines and subway construction, had been 
paid off, the certificate holders would have equal power with the city itself 
in the management of the property and in the development of the city's 
transportation policy. Under these conditions, although the plan was sub- 

•tted by an administration elected on the issue of municipal ownership, 

wdinance was rejected by a decisive majority. Regardless of the merits 

Dever plan, and even assuming that the so-called Schwartz certifi- 

:ould be legally issued regardless of the debt limitation, the whole 
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^~ Bxtical financial ability to meet tlu* cuiiditii'ii^ •>! {•hhIm-i- 1 iv! >! -'.r! I'l 
-S flktrpical indeterminate permit law. It is Jinly i!«i«- .it\ ):»•« » . i ■ ■• ♦ •■■:! 
'''" ftdnnphasize the fact that the iiuhtcTininatc' |uMi:it. *.:, ..- it ITi* 
»c Botors euphemistically call it, the trriniii.iMi' juiriMt. i ;i -l''': .t!"l ;i 

-r BBre, a political fraud and a letrayal of xhv jniMii- iii:lit*^ t.. t! « c \?i • t i!i t 
'^ Bprofesses to give protection to the juiMir t!in'iii'li tin- 'ivl.t ! !'■•• •!t\ t.i 
^^ ■Enninate the grant when the eoiulilinns nf tiiuiinati'-i: .in' ni 'i »li.«!. irnl'i 
c Bimstitutional and statutory jirox i>ij)r.s cint>i«lc «-!' tl:c ii.«li tfi ?! •■ .iti- iiiriit 
"■ Jkw. the city is powerless to exercise the <ijitiiiii tlu"irtir;il;y :• -fi.iM t.» it. 
■ BThis is the kind of legislation that kcc;is tin* \\<im1 <•! i.tnir.i-*- !•- tin- i-.n l-:it 
■kreaks it to the hope. From the jMiint nf xicw m1 iniiiiiii]>;il li'.:r «• ?ii!«" .ni'I 
flnnnicipal ownership of puMic utilitio. nn ii:»!i tcrminatr jMimit l«t.:i-latinn 

■ on be accepted unless it is acconi|)anifcl ly Dr rcmtaiii^ witliiii it-^rlt" tin- 
loeans by which the city can, witlmnt liavir:-^ to result tn iinlirc r!i"n ani 
Inbterfuge, actually procure the funds with which to finance the pniclia'-e 
I of the utility properties whenever it desires t«» terminate the jL;ranl. 

I Importance of Local Control as Training School for Municipal Owncr- 
liMp. As a matter of jxilitics and ])ul)lic i)]>inioii, tlic city can. if it will, rid 
litself of the controUini^ obsession aj^ainst public ownershij) which in itself 

■ makes the reservation of the rij^ht to terminale a ji^^rant by embark inj^^ nj)on 

■ the policy of public ownership impracticable. i'Vom this point of view it 

■ is of great importance that, under an indeterminate permit dnrini^ the ct)n- 

■ tinuance of private operation, the city shall share in a vital way in the con- 

■ trol of the utility. The establishment of a system of exclusive state control, 

■ under which the municipality has to keep its hands off and become a mere 

■ spectator, tends to the atrophy of the established agencies of municipal gov- 

■ eminent through which the administration of public utilities can be under- 

■ taken. It is of vital importance, therefore, under any indeterminate per- 
I mit scheme, that the city should retain a sufficient share in the control of 
I the business so that it will be convenient and necessary for it to develop in 
[ its o^v^ agencies a knowledge of the business and a familiarity with the 
f property and its operating and financial conditions which would enal)le the 

city in an emergency, or in the event of municipal acquisition, to take hold 
of the problem in a practical and intelligent way. It would be hard to 
overemphasize the importance of this contact and training, for the reason 
that, if a utility has to be taken over, lock, stock and barrel, as a purely alien 
organization, the city w ill have no means of effecting the necessary changes 
in policy and point of view which are the only justification for the voluntary 
establishment of municipal ownership. 

Devices to Confer Financial Ability on Cities. From the point of view 
of financial ability, the broad and easy guaranty of the city's powder to ac- 
quire public utilities is the unrestricted powder to issue bonds against the 
general credit of the city in sufficient amount to provide the funds necessary 
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for the purchase. It is not necessary that a general debt limitation, tra< 
tional in American jurisprudence, should be removed entirely. The ge 
eral limit may be raised sufficiently so that utility projects can be finance 
within the limit; or a special provision may be made for bonds to be issu€ 
for utility purposes only within a prescribed but adequate limit; or a provisS 
sion may be made by which bonds may be issued for utility purposes withot 
specific limit, on condition that the utilities be made self-sustaining; or 
provision may be made for the issuance of certificates guaranteed by a firs 
lien upon the earnings of the utility, coupled with the right on the part o 
the certificate holders to compel through legal action the establishment cF^ 
rates sufficient to meet the fixed charges. 

These possible devices with respect to the issuance of bonds are based-- 
upon the assumption that when a utility is acquired, it will be necessary to-: 
pay the full amount of the purchase price in cash. But in practice this may— 
not be necessary. Almost ever\' utility is subject to fixed term obligationi- ^ 
which have been incurred under the regime of private operation. It is possK-.^ 
ble to provide that the city may take over the property subject to outstand-^_ 
ing liens. It is also possible to provide that the city may take over thel,; 
property by paying a certain amount down and then paying the balance iirl 
installments, as it was arranged by the City of Detroit in acquiring the city>_ 
lines of the Detroit United Railway. Various devices are possible by which 
the city could reserve to itself the advantages of the easy payment plan as 
distinguished from the obligation to pay the full purchase price in cash at 2 
the time when the property is taken over. 1 

Another possibility is the establishment of an amortization scheme to be . 
put into effect immediately, by means of which the capital value or pur- 
chase price of the property will be gradually reduced out of earnings, or out 
of contributions from the public treasury during the continuance of private 
operation. Tiie adoption of this plan means the definite adoption of the 
policy of ultimate public ownership and the putting of the machinery in mo- 
tion to bring it about. If the amortization provision is optional or experi- 
mental or on too small a scale, it may prove to be ineffective, but beyond a 
doubt it would be possible in most cases to provide a plan through which 
the ciUire cost of the utility would ultimately be amortized out of earnings 
without any serious increase in the rates charged for the service. 

Another possibility is a provision, such as we find in the Toledo and 
Akron street railway franchises, reserving to the municipality the right as 
an alternative to acquire the property under lease upon fixed terms for mu- 
nicipal operation. Such an arrangement would enable the city to get rid 
of a particular mana.i^cmcnt whose temper and characteristics made its con- 
tinuance inconipatihle with public peace and comfort. Under lease the 
rental to be paid might include not only a return upon the investment, but 
also an installment on the purchase price, so that ultimately, during the 
period of public operation, the transfer of ownership could be effected. 

Another possible ]M"o\ision is one authorizing the city to designate a li- 
censee with the power to take over the utility under appropriate terms and 
Ci)nditions, but (or the reasiM s already given, I am inclined to the opinion 
thai very little practical benetit cnn be expected from such a provision. I 
thiuk it would be much easier to n'nko effective provision for direct muni- 
dt)fti purchAi^e or leasing than to establish a scheme under which the city 
i in practice province a new corporation ready and able to acquire the 
i^nd operate it in the public interest. 



^^ 



Chapter IX. — Legal Status of Municipal Ownership and 

Home Rule in Illinois 



Constituticnal Limitations. Thr nn'-t-T^t i-..i^-tirf.ti n ..f Illiiwis \».;i»i 
adopted in 1870. While certain ai]:«-i:f!ii-.riit^ 1 r.r 1 » i v v.: ..-iwl iiin! i;iti 
fied since that date, thev are rrlativf'*.- inr'"!.'.it;r t 'M:.- • ■;• vnri-iM «l'-i-^ 
not contain any jjeneral schcnir f^r i]:niii*i!' .1 li-'i- • :-j'r -'uli <- i i'"MihI in 
fflanv of the more recent state cnii-tituti'.:'>. h !•.:■- !■• !■•■ .ii n f^v 1i"!!m' 
rale city charters and nn j»ro\ i>ii)::v jii.i:.!' ti- i- •■ rl;* li-!? ••: Tiiiriiiipjil 
ownership of public iitilitirs. It pniM^ it*^ tlif '■!■ .i- :'.■♦:■ n ;i- •! ■.•'i\ «-!:ni'riit 
of municipal and other cori>nrati«Miv ',y s;'«-.irjl .'i! v iiii li. \\\\\\ t'n- :i*«.ctii*«' 
of home rule, tends to put tlir cities f »t tlic ^tns- iTti. a i::ii 'Ijt i:uK«t. I j^.k- 
ing in the direction of local ^rlf-irnvcriiTncvt, tin- ri»!i' tit'.iti«»i! i'i»ntains awv 
guaranty of importance with icsjKCt to ^tirt-t railv a; <. 'Ilii^ i*- f«nii]r| in 
Section 4 of Article XI which reads as t«»l!«)\vs: 

'•No law shall bo pas^rd by the <ii-iv. r:il .\- -• !::'•!>■ I'l w'-ww \\\- \\ '•• im « u trn-t 
and operate a stroft rail»-<»;:(l witliiii i-nv *\\\. i- • m it ••; ■ :]>■ :. 'iil vill ;.'i-. v.itfii.in 
requiring the conpciit <»f tlv '<ir;il :.i:*l • ; i^-< ~ l-;t\-"r,V' *b«' «"i.ti«l i-f t!w Mr»»t ur 
highway proposed to be ^ccii]':' cl by "wh ■••ri«"t r-.-iho d." 

On the side of rc<triclintis tlic constitution contniiis a |»n»vi^'n»! liniitin?,'' 
the bonded indebtcdress nf muiMcipalilics. 'Ibis i- tnui:d in Scctiun 12 uf 
Article IX in the followinj:,^ terms: 

"No county, city, towiT-bip. sibr.i 1 di-trict or (-tbcr iptiiiirii'd ri'ip'Tation >\\:\\\ bi* 
allowed to become iiid.btcd in .-iiiy iikmiikt <\r fur any ])iii"i>'»».i' io an ainntmt. in- 
cludinf? ex'stinpf indobti-diit ?«--, in tin* aL'jfrci-atv iXiM fclin^r i'i\<' p<r centum on the 
value cf the taxable j»r»)i( rty tin rein. In !)•• a-('crtMir«-d bv iIh* li'^t as*-"'^-mfiit fnr 
State and county taxes previous to tbe incurrinjr (if >u<b indib'ednes^. Any munty, 
city, school district or other nn:ni(ii)al con o-;!tif»n incrrriii.tj any inde!)tedn(*<.s as 
aforesaid, shall before or at the time of doin^ so, provide fnr the cnlKctinn of a di- 
rect annurd tax sufficient to pav the intere-t on such debt as it falls due, and also to 
pay and discharge the principal thereof within tv.enty years f*"om the time rf con- 
tractinJT the same. This section shrill not be construed to prevent any county, city, 
township, school distr'ct or other municinal corporation, from is^^uin^ their bonds 
in compliance with any vote of the people which may have been had prior to the 
adoption of this constitution in pursuance of any law providing therefor." 

The air.endinor clause makes it difficult for the people of Illinois to brini? 
the constitution into harrnony with chanr^^ing conditions and keep it up to 
date by the process of piece-meal amendments; for the legislature is for- 
bidden to suljmit amendments to more than one article at a time or to submit 
amendments to the same article oftener than once in four years. This re- 
striction of the amending procedure is a serious obstacle in the way of pro- 
curing constitutional amendments which are called for primarily by the 
special conditions arising in a single community, such as the City of Chicago. 

Supplementing the provisions of the constitution, the general laws of Illi- 
nois prescribe that no franchise for a public utility may be granted for a 
period of more than 20 years. The general laws also affect the constitu- 
tional restriction upon municipal debts by providing that property shall be 
assessed for taxation at 50 per cent of its true market value, thus reducing 
the effective debt limit from 5 per cent to 2% per cent of the value of the 
taxable property within the limits of a given municipality. 
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Tbe M-zicizal Owrierishrp Law. \V:th rartkiilar reference to the gei 
"T/^'.^r-'r : '.'r.-t :"'z^ri'r.:z zr.i z.r.ZT'Zl •::' '-uMic utilities, two impoi 
j.vi iTt .-. :>.-? ^izz-i'.-t '.-.'.k. '"-e :: these rs the municipal ownership 
.: *. ^'. • rr.T::!--: 'A.- A:*: :: luthirlze cities ::> acquire, construct, own, 
: "e-^sc -r "entf ?'i ':!■•: -ir'ir.rjs ir. 1 t: -rri'vide the n-ieans therefor." 

■ """ : .:: r. t - 5-i:r t.:-1! "Tst- -h-i c-:- ir. fu*?-fc: to •he provisions of tl 

'. -. .: M 7--. "--—;--. ;v-: in-i :-:iin;:; ir.r t-.:'-*:: -::':ty the product or servi 
•: *. ■:.:. r : t.^ :r 7 r-: ~ -::.r;-::. f :r :* r: '.-e -"•""Med to the citv or its i; ^ 
:_; .:> ■ : - r-.-r::' r :*:r:r:j5*i. ^irr::-'- iri ^e". ::^ private ncrsons or CO.- - 

■.>ora::c:T> -he ^r-rcucrs .t ^«r-rce :f jtich -"il:':fe*: tc lease any such public utilit 
.n\:tc*i ."> -r.^ :::— -:_• -.r:-- •.•:'r^*'TWZTi rr-rirTizs-i -r-i-^r :he '.£\vs cf This State for th 
•■^r-«.>c " ;vr'r::::-c -u:t -ivij ir'.'.'r; ::r i r-ir'-rd r. :: Irr.ccr than twenty years 
\ ■. ■' - ■• : r-T-ir-i- r -r.-t ^-e: — •:;;? r-:: i-frz-l '""y fjrh public utilities; aii« 

* ■ ■ - • «■ 

\> w ■■•-■: •■ >.';•;•■.:! ,. the t-— t! "7ti7*:c tiTi'.itv" ir.c'udes transportatic 
■■*^* Vv"^*'.*'. '•'-' :-:-:■•'':••:?. *-:"— -^--Tir!:-:. r.-^ctirs". lirihtingf and pow 
•».::".>, -..'..f \ — ;>, ^'-'e '.TTe^ :.:r the tr:ir.5rt:s5!:r. of oil or gas, war 
*v :'.^v< •: \ M ■ -.< ^\ : — -ri" 7-:c*e'i t: iCTuire « r construct a publ. 
.-•;•.* '.^ •* < ..:' ::!:•■ "he ""iin^irrce ?r:v:c-r.^: there: -r has been sul — 
■ iUAi • ■••,. . .•; s. .•: .::'•.' "■ . ^'i :•■ i ~a*c7ity ■:■: th."^se voting thereot 
V vi '.V .-.' : .: --cri': v .'.'e-irs >i:ch i ur/.:ty ::r the belief it of privat 
..«-.. V ^ . >.^^ 'iv ■ ■ .su! :• ;:'enti 'tii *:eer. s-^'^r-itted to the elector 
.» 1 xc- .. ■. .^. ■ X >.:•■-!• '. ".: ^-cnf*: ii'LT:- t!«i ry therr*. >ut without such ref 
. .v>v.*. '»v : ' -^ ■ « c«::— cu". iT:er^.- ::r private use from a plan' 

■\x vv. . V -^ ..'.«. *c :•:- ; r ::> .".v:: us<i and also may sell water tc - 

■.x ^ .• -, V -- ".: i c'-'ui *.' : \-'e'i -r'lrt. Moreover, the legal-^' 

;x . • V .•.•.•■v:"'::!::y it the t'.n-e of the passage of ther 

V . >v. . . o.".>e X vu'r.ic utility owned by a city" 

V •-. : - . < s -i:"' ect t: in rrttonal referendum upon- 

. . V- • ^ . :■ . ::c ■ L^rs. It is lawful for any city to > 
..V . . • ^^ ^ . v. • : ••• :i:i .-. r^^yany a reservation of the , 

...:». .' ..»^.. V 'v ■ V ■.: ' 'c .:>;; .:: r ref: re the expiration of the ! 

. . . X... • • . v.- >;. :-v.:. •: t'te cr'ir.t is not renewed and ' 

.'. ■: v.^c s !' : ex^jrcisevi. any other grantee to 

-.\. iv.-: :: •:' :>e e.vstin^ property. A city is 
. ^.. v- . ^ v.- * .'.;i;'-^^--ent '^ith the owners or by 

' . c . '^ .;e x- ii' .IV. :cr taking private prop- 

. .• . ^. ' V . ' ' •■ L - :'^e ' ;t;frs And subject to the 

I . '. V .. 'V ^ . *>.' :- ■.■>:• :-.:--cr\ i :::nnicipality may issue 

^ -sv-. V j=:; r :he pnr.'ose of acquiring a 

•v \ . ^N >.-l:v:0 s :•! -.rt^'i to the purchase price 

.'. ... ;.. .\ • . ■/ x .V V- ■. ..■.■,'•■■.'.:■■;:. t*";; city n:ay issue pub- 

, ,,.!■<» ...i- -v.i V . ' "v •- "v^v.* .• >.v*>:";v.c ::::<: .'- av:^.:nirinsr a utiHtv. 

, ,. .,. = ...1-. . I V .• ' *v \ ' -•.^.•-■.i--or' /: t'^e city at large, but are to 

,.., .!.', ■'x'n .•■■•• .'■ "n- ■ V"- v.- •■■C'< /" :>v: -/L'/r'-.c nti!ity property. As in 

1 ! .-...I ..'.,• I ■ .'•• •■. '■ -L- ^ -c ":•.''.:;. ce'tiiicates issv.ed is limited 

,11 'ii. j»ii»» . \ - V -• .-^ ., ^^. vv.,. — ■. -v-s.: to secure 

Ml .'I ».u X vv' '• -xi'v'^. •-'^>.' c:;. 'S au:h,^-: .c:,i to v.ortgage the 

....im» I' -IN "v"* ■•^" '?:'i:.:v o-l■•^■•'^ :\::h i: ^ --u-ohise to main- 

I .|. . ... »iu t".-:'s'i^ -o- .1 -v.o. /: "-,^: " .v-:;^ :h.in A^ years in the 
, . I... .i-.n'i .'■ » 'x' " ^" -it'.^^-^ . :v.: ■ .• -'.:; -0 MV.tty certificates 
, , ,,' 1 « •'♦ I'l ^^"■' ^'''»' iri^'v'^ '■■ o'" :he '^.urs npo:: referendum. 

vm '[\i\\ 'luH"** *'l l*'^* '-^^^ lMv»\Kics :ha: :>.e cvoevse of acvniiring a public 
^ ' vlw^s*. voJulvumatioii or v.v.:scrucaon. cr such part of the 
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ly be just and reasidiaMc, may )■<- :t^ t->i-.l t;;. ■'. i>',r ;.r.>;'i-it^ 

e especially benrfiitrH ilifrclii, ii ;it,\. t ■ .!■ ■ •!.■,■ ■..■th- 

sessments for Incil itiiprnvrnirni- 

et to rates, the law jiT'i^iili— !!i:it ;i . ' ■ . • ! ■ ■ ?',.• 

red !>y any such iinniicii'itl risli!-. "- " . ■ 

enue i^ufficicnt tu 1 r.nr all i-'-t ••. : ..■■ ■ '. 

interest charges on l'<tinls ai;il ii;!i::. :- • 

Lo permit the accnniulatiiiii >ii' :i -"■;!■: ■ I :'..■ 

:ient to meet all (mtMatnliiii; 1 urn!- .■• .::■:: ,-. 

in Municipal Utilities. 'I lir ii..\:-: ii .■ -h ;■- 

icipal accounting ari" it'iitaiinil m yt-w ■. i- ;r ■!■■.■.:;:■■ 

A-hen owntDK any suili i>i;l>]ii ii;il ;i. 

inct from olher cily ;ii n.jiii!- , !'■! :\t :■■ \: :: .. ■ 

finanrial result!) lit Midi <ii« ...m:' ■ li ; ■ : . 

be. Such ai-ci.uii1> i-tijiil I.. ■.. l>i j.i ..!..:■■ ■ ■; ' 

ablic utility utvnnl: :ill m-i- p.i i:,.;'" ■ : ■ . 

•.raiing i-xiicn*vs (if vvi-rv rU-iri i: n, :: ■ .^ ■ • ■ ■: 

Bel asidv ff>r s'nkJTii; hn;il iimipi-. - .::■.■.-.:.: ' :■ '■■ 

the use of such iiulilir imliiv «ii!i m hr.v. rl; ■■ ■ 1 ■.■.■. 

poiiMlile. the vallli- I'T -111 I; 'irmr. , i,>l .i'. •<:'.■ 

red llV the pulilii' tlti ilv Ih .iln ulliv p ■\ ■]■ ; ^r: 

t shall alfo ohotv rr;..ip|>:.i>|p' i.Ilp>v.uii.i. l..r in'.ip-l, •!. i-k . i.ilip.ri ;iiiil 

d also cslilllat(-^ m' -.In- niMPiiiit u: i -. ~ O. ..\ ... :■ \ . -'A- 

properly if (luiu-d l.y ,i ;riv.il>- >• t\'-i:.<-\---.. II. . ■:■ 'i 

iriiilt'd nniiually for i iiMi. ili-iMtpiii.iii. :i r':p'ir ■', i ■ ■' ; ti :, il 
rm as afun-suid, of .-in li .Jiv ■ «ii.r.li-p ..r , v,:- ■ I, v . ■! j. i ■' ■■■ 

of Slli-h piil.lir Utililv. k.'|.l II- ;ii.irp -.li.l. '\: l' 1.. ■- !:.■ .!■;.., . I, 
:xpcrt accouDtaiit wli" >li.il; r<',<.rl ro ilii' i jiv pp. ' 'i ^'i 

on. Such cxi-crt nc...ijiiir,i:i ^IkiII Ii.- m1. , -i-,l li> :.. li ii: .iti r .i- ili. 
nay direi'l. and \\v >\vA\ rr..-ivi- r,.r li'- -irvi.-r -n li p.(i-,.-: „t..p,i. i., 
tif th(.< inconu- or rL'vt'iiui'-^ fruiit -iiih |>i:l>li.- u!i<it>. ;> ii:.' . Iiy iii.,v 

; Utilities Law and Home Rule. Tin- law lor lln- ic':u!:iti..ii 
itit'B in Illitiois in its iirc^ciit fnrni was anpr.-U'<l jiim- I'K P'il. 
as the "Illinitis ('linniKTcc CiinMiiissimi l.:iw." li .-ipiilii'S m 
iicd and operated utilities, Imt dtit-s tml ajp'v In iimnii-ijial 
encral the law gives to the ItliiU'is (.■nitiiiii'iee ('ipmu;t.--iiijti the 
. conferred upon pnlilic service comtiiissinns witli respect t-i 
npitalizatiiin, intercinnpaiiy agreements, vahiati'His, mtes, serv- 
r epilations, extensions, certificates of convenience and ncccs- 
cvices, separation of grade crossings, etc. .\s a concession to 
: for municipal home rule, particularly in the Citv of Chicga-.i. 
the law includes optional provisions for municipal home rule. 
tide the power to regulate service and fix rates, except in the 
ads used as part of a trunk line system, may he taken over in 
the first instance by any city by popular vote, but in order to bring the mat- 
ter up for decision a petition signed by 25 per cent of the legal voters of the 
citv voting at the last preceding election for mayor is required. The pro- 
posal to establish municipal home rule may not be submitted oftener than 
once in two years. After a city has taken over these powers it may in its 
discretion, upon a like vote surrender them, and in that event the state com- 
. mission will be reinvested with its power of control under the general terms 
of the act. However, when a city has assumed control of the utilities 
operating within its boundaries, its powers of regulation are preliminary 
rather than final. Any utility dissatisfied with the city's action may appeal 
to the state commission and, upon review of the city's action, the commis- 
sion may make such determination as seems to it just and reasonaide and in 



i3 
this connection it is invested with all the powers which it enjoys in the fin - 

instance in those communities where the municipal authorities have not as . 

sumed control. \ — 

Municipal Ownership Fully Recognized in Theory. From this summar}^'" 

and analysis of constitutional and statutory provisions pertaining to th< 

ownership and control of public utilities in Illinois, it is apparent that th<'^ 
theoretical right of municipal ownership and operation of any or all of the _: 
standard public utilities is fully recognized. A municipal ownership man. 
in the State of Illinois does not need to apologize for the faith that is in him, ^ 
In fact, his policy not only stands approved by the law-making power of 
the state in broad general terms, but, if anything, it has a presumption in 
its favor as compared with private ownership and operation, for the reason' 
that the state has not subjected municipal utility plants to stringent regula- ^^ 
tion and control by state authority, such as it theoretically provided for pri- 
vately owned and operated utilities under the Illinois Commerce Commis- 
sion Law. Also, although the indebtedness of municipalities for all pur- 
poses is limited by an old constitutional provision to 5 per cent of their tax- ■ 
able property, the terms of the municipal ownership act indicate that it has 
been the purpose of the legislature to provide ways and means by which a 
municipality will be able in fact to finance the purchase or construction of 
utility plants, provided that these plants are operated on a self-sustaining 
basis. True, these financial powers which the legislature has attempted to 
confer upon the cities have been seriously curtailed by judicial interpreta- 
tion in connection with the constitutional debt limit, but it is none the less 
apparent that the legislature has tried in good faith to give the cities effect- 
ive financial power for the acquisition or construction of municipal utilities. 
As a practical matter, if the cities were in favor of it, the legislature could 
go a step further by requiring that all taxable property shall be assessed at 
100 per cent of it true value, instead of 50 per cent as now prescribed. If 
the cities were united in the matter the legislature could also take a forward 
step by submitting to the electors of the state a constitutional amendment 
increasing the debt limit for municipalities or removing from the debt limit 
bonds issued for municipal utility purposes. 

When it comes to the general question of municipal home rule in the 
control of utilities, the attitude of the legislature seems to have been less 
favorable. The commerce commission law in the first instance sets up a 
system of exclusive state control over privately operated utilities. The ef- 
fect of this system has been to abrogate many of the most important features, 
for example, of the Chicago settlement ordinances adopted in 1907 after long 
and painful negotiations ; and at the present time it is doubtful whether any 
important provisions can be inserted in franchise contracts negotiated be- 
tween a municipality and a company which would be enforceable in the face 
of contrary regulations by the state commission. For this reason at the 
present time, in negotiating a detailed franchise contract, an Illinois muni- 
cipality is merely going through motions that are for the most part false 
and futile. Under the so-called home rule article of the commerce com- 
mission law, all that the cities gain is the right to initiate action. Once a 
city has issued an order affecting a public utility, the matter may be trans- 
ferred back to the commission and it will then be free to act the same as if 
the municipality had not intervened at all. This is a mockery of the prin- 
ciple of municipal home rule.(^) 

^maent status of the law in Illinois with respect to Mtmidpal Ownership and Home Rule 

*> flf Utilities, and the recent proposals for constitutional and lejdslative changes in relation 

• «we aWy and interestingly discussed by Corporation Counsel Francis X. Busch and 

•» Counsel C. Morton Doty, in their pamphlet entitled ** Vital Considerations relating 

and Proposed Illinois Legislation/* already cited. 
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a5- i^Hcdi inai in Aiiinois ai inc prr»ciu iiirr iiiiiiiicii*:!! ii<>irf' ^u.v \mim ir^jirti 
iitilities can be achieved only throu^'h niiitii i|i:il *vy.r: \:\\*. .ir.*\ in i:rii- 
the considerations favorable to Idcil fniitMil :tl n • •i:'.t ^*!<!i::Iv t<> imi- 
ownership and operation as the ri::lit iwlirv. 

The introduction of the Barr l>ill, »»•► r.il-t-t!. in tin- 1:11: «. I Ic -i-'iiinM- in 
was a step toward the cntrcnchircnt i«! ]'!i\;itfly i.v.!'.i<l r.t'litiis in tin* 

of the state. Followinjj the policy nl tin* i-iiriTiM tii- r..i: n-.i-in!! l.iw, 

Barr bill if enacted wmild have fhM'ii\«t| ihr iv.ntijii: :ili!ii ..i tin- la^t 

■ 

of control over privatrly o\vn«-il nlilitii-- nj ■«■:.'. tin:' i:i tlnir mi* I t. 
Barr bill did not in itsfU j.m» ti» llic r\t«-nt i.f -/i.-ir tiri; tin- i»:i" ntf ntill 
flKS a legally protected ni(»iii»|»»»|y :is ;ii':iin--t tlir nM:i:!i i;:i!itit-* t)ji!:i'»«l'. i- . 
jlot it is reasonable to assiiiiu* tliat. if tlu- nti'ii^- vin- -nii --^mj! in «i: 
ftitnching' themselves in stnte Ir^i-lntinn thr«'ii.u:li tin- rr.iiti:* nt •■!" tlii-. 
jseasure, it would not be l<»iij^ beWirr a >niij>!cincrM.iiy I'ill v. ■-ul'l 1 «• liriiti'.:lii 
liDrward to deprive the miniicii>a!iti<-* ••!" tlnir ji'i -nt lii'l'i t«i (•V'-tinrt anil 
(operate municipal utilities nn thrir ov n arr«»r.i:t v.iih'-nt li:-: -riinini^ tlu- 
[consent of the state comniissitni. 

As I have pointed out the indcti'mnralr jM-nnit lias a'hantai'i-- a-^ ajrainNt 
the perpetual franchise or tlu* limited trrn tiaTiili'-r ami tln-i- adxanlaiM-s 
arc not limited to the utilities* side nt* the ijame if tlie indeteiininati* ]>erniit 
is adopted in some form consistent with nnniicipal Imme inle and desi.Ljned 
to promote the policy of nuinieii)al o\\ iiershij). My own view is that jaiMic 
ownership and operation primarily tlnoii.udi mtniieipal at^eneies of the stand- 
ard utilities havinj^ their oritrin in ml 'an condition^, is fundamentally the 
right and necessary policy in the (le\ehij)ment of a virile miiiiicii^'il demo- 
cracy under a free j^ovcrnment. 1 ret^aid the standard puMic utilities as 
primarily urban and local in their relations to puhlic service and for that 
reason I am firmly of the ()i)inion that the doctrine of municipal home rule 
with respect to them should be assiduously cultivated and persistently aji- 
plied with due regard to the lesser but important interests of the state at 
large in the control of utility oj)erations. 
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1 and praiseworthy practice, and in son'r juri^cliitnm^ ... 
lat a municipal plant shall char^rr ratrs «iultit-irnt ^'•i that inlrrr-ii 
iing fund chari^es on the public ilcht incurrnl (nr utility purjHisrs 
th be met out of earnings. This is making: tin- latr |i.i\ris |»;iy ii»r tlir 
y after purchase. There is nn I«»>:it"a! rra^i-n uln a <ity «lr-iriiii: t«i 
:he policy of municipal ownershij), if !ina!i<ial!> niiaM«- t** liiy t!»«' 
and pay for it at once in cash, s|i,.iili| \,,,\ n.akr tin- i.iti- imm-i*- j»ay 
n advance of the transfer of title, )irii\i«!t<l it i- il'-aily rst;i».lishi-i| tli.it 
iblic equity in the property shall iiurfa*«r !•» Mir rxtrnt ••! ibr amor 
)n of capital. 

ssibilities of Street Railway Amortization. Mr. l-ifl'lrr Saiwlrr^, for 
ig time city street railroad commissi' 'Imt oi ( If «';.iii1. mm^Ii- th«- '-t.itr 
: that during the eight years from I'MO \*t I'MS ii-.iltisi .«•, m:«lrr tbr T;ty 
)lan of service at cost in C'lrvflaiul. tin- r.-.r riMti*. -a.nl «ti..ii;;b iti tan-s, 
ompared with the five-cent fare wbicb tbry lia«l p:r. ii.uJy l-mi ii.ixin^ 
which the car riders in most otbrr citit-^ I'.niiuiiii! t«i \r.iy <ltiiiiii,' tli.it 
iod, so that if these savinj^s liad bcni out iiit-t a -inkitii,' f^Mul tlwy u«inlf! 
:e been sufficient at the v\\<\ of the c-iijlit \<;ir i criod t'» j»'iy om' tbr vu 
c capital account of the (*Ir\ eland Kail\\ay. 'Ibi-* ilh!•*tTat('•^ \\bat loiild 
ve been accomplished in tbr strct-t ralN-ay 1 u-iiM-^s iii»drr fa'.Mr.i'.!*- inn 
tions in pre-war times witboiit iiiflictii y, any j^rcat bardsbip upon tb«' rar 
ders in the way of high fares. 'I'o effect aiiiorti/ation of eajjilal values in 
ne street railway business under present ei*«»noniie and operating.; condi 
ions is more difficult. I ba\e alreadv t ointerl out tliat tlie (itv nf ( lii(ai:o 
oas accumulated a traction fund of apj>ro.\iinalely $45,(XK),(KX). inclucling ao- 
cmals to January 31, 1926. If tbe city, instead of takin^^ tbe niiiiiey and puttiiij^' 
it in the bank or investing it in part in securities l.-earing low rates of in- 
terest, had applied it year by year io tbe an^ortizatirm of tbe i)urcba.se j)rice, 
thus acquiring an increasing e(juity for tbe city in tbe capital account cjf 
the surface lines, tbe amortization effected to January 31, 1^26, woubl have 
been about $10,700,000 more than the amount of tbe traction fund on that 
date. Assuming that the settlement ordinances are extended for another 20 
years, and tbe city's share in tbe earnings continues to be anjund $2,fXX),fXX) 
a year, the policy of amortization thnjugb which tbe city would get the 
benefit of tbe initial 5 per cent return guaranteed to the companies would 
result in 1947, the end of the second franchise period, after a total of 40 
years of operation, in an effective amortization of capital value to the extent 
of $228,000,000. Starting now with tbe traction fund as it is, if it were im- 
mediately applied to the amortization of tbe capital account and if the amor- 
tization policy were followed year by year, the city would be in a position 
to achieve tbe retirement of close to $200,000,000 of street railway capital 
value by January 31, 1947.(i) 

Amortization Plan Effective if Mandatory and Liberal. Where tbe legal 
and practical restrictions upon tbe city's power to create debt make it diffi- 
cult to acquire outstanding utilities under the option to purchase which a 
terminable permit gives, I am of the opinion that the way to progress to- 
ward tbe ultimate solution of tbe utility problem is through the establish- 
ment of an effective amortization plan devoting to this purpose a sufficient 
amount taken from earnings year by year to make the scheme work. Amor- 
tization should not be tentative, optional or infinitesimal. If it is adopted 
on a sufficient scale actually to reduce tbe capital account, its tendency will 

(1) Data in support of these conclusions will be found in Appendix "A". 
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be to increase the stability and security of the investment and to reduCe 
cordingly the amount of return which private capital demands for its se 
ice. Thus, the amortization scheme, if given a little push at the start, \ 
presently be able to finance itself, adding little or nothing to the burden 
the rate payers. Ultimately, the amortization of the capital value v 
mean that the dead hand of overcapitalization will no longer control the 
nancial policies of utilities and that the city in future generations will be 
a position freely to expand its utility services in accordance with the nee 
of the time without being loaded down with the unpaid burdens of an earl 
period. 

The indeterminate permit offers great opportunities for cooperation in t 
development of public utility service, but these opportunities are con 
tioned upon the acceptance by the private companies of .a subordinate stat 
while they continue in the business. They are conditioned upon the recc 
nition that the utilities exist for the consumers rather than the consume 
existing as a convenient source of exploitation for the companies and th< 
employees. To make possible the spirit of cooperation that will utilize t 
indeterminate permit for beneficial purposes, it is necessary that pub 
service shall in fact be recognized as the dominant motive in the wh( 
scheme of public utility development and operation. Profits strictly limit 
but reasonably liberal will be permitted to follow in the wake of service, t 
at the outset it is necessary to settle the question whether the man is drivi 
the horse or the horse running away with the man. 
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APPENDIX A. 



Chicago Traction Fund and the Possibilities of Amortization 

Out of Earnings. 



In response to the wrilrr's iiwuiirv as t' the rati-s li' 'y ti-rr-t < :imm-«I « n tlw 
{Chicago Traction F'lind, \\\v follow ii.;.; 'i-Itrr v.:'*- n-vti-.u! ;"ii ;•• ( ii\ («.':•;) 
'troUer O'Brien, with the accnmparN 1:;^; iiil.lc: 



CITY OF CHICAGO 
Department of Finance 



March 30, 1Q26. 



Mr. Delos F. Wilcox, 
436 Crescent Street, 
Grand Rapids, Michigan. 

Dear Sir: 

In reply to your letter of March 26th, I am enclosing a statement of the 
Traction Fund as of January 1, 1926, showing the amounts received from 
the railway companies each year, the interest earnings, and also the expendi- 
tures each year. These expenditures represent the expenses of the various 
traction and subw^ay investigations. All of the City's money in the hands 
of the Treasurer, belonging to all of the various City funds, is considered in 
the aggregate and invested in certain securities as allowed by the law. 

The following shows the Traction Fund's proportionate share of the 
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various investments, amounting to a total of $43,451,571.35. 

r; 

Anticipation Tax Warrants and Loan to Corporate ',- 

Fund, 4% and 7>h.%, as established by City Council . . $17,135,675. \ 

City of Chicago Bonds, rate 4% 1,239,372.;^ 

U. S. Liberty Bonds, rate ^V^% 5,150,002^' 

Cash in Bank, rate 2%% 19,926,520.! 

These rates have varied from time to time, but the Traction Fund has r* 
ceived each month the actual amount of interest earned. 

Yours very truly. 







(Signed) Martin J. 


O'Brien, 










Comptroller. 








J 


* 
an. 30, 1926. 




TRACTION FUND 




Year 


Deposits of 


Interest 


Expenses 


Balance at 




Ry. Companies 


Earnings 


Paid 


End of Year 


1908 


$1,556,809.71 


$ 30,054.11 




$1,586,863.82 


1909 


1.384,449.10 


53,361,32 




3,024,674.24 


1910 


1.285,262.76 


79,747.99 




4,389,684.99 


1911 


1,704,185.88 


99,542.91 


$ 24,642.17 


6,168,771.61 


1912 


1,869,738.00 


133,415.48 


66,201.81 


8,105,723.28 


1913 


2,529,033.81 


292,103.21 


51,418.67 


10,875,441.63 


1914 


2.697,792,42 


293,866.74 


2,450,97 


13.864,649.82 


1915 


2.557,042.13 


479,809.37 




16,901,501.32 


1916 


1.664,424.34 


397,234.99 


203,882.02 


18,759,278.63 


1917 


2.745,654.59 


434,220.40 


76,820.99 


21,862,332.63 


1918 


2.035,352.74 


765,681.56 


14,764.16 


24,648,602.77 


1919 


381,782.99 


837,444.81 


22,331.08 


25,845,499.49 


1920 




891,827.36 


181,221.25 


26,556.105.60 


1921 




983,847.12 


43,872.36 


27,496,084.36 


1922 




1,000,005.57 


57,790.71 


28,438,295.22 


1920 


1,447,362.93 








1921 


2,144,616.19 








1922 


2,934,112.35 








1923 


1,663,046.95 


984,758.78 


76,063.39 


37,536,129.03 


1924 


2,117,215.26 


1,255,809.46 


74,554.86 


40,834,598.89 


1925 


1,608,507,41 
$34,326,389.56 


1,157,798.48 


149.333.43 






$10,170,529.66 


$1,045,347.87 


$43,451,571.35 



Note: The deposits due April 10, 1920-1921-1922 and 1923 were not ac- 
cepted by the City until October 20, 1923. 

The interest earnings and expenses have been accrued up to December 
31, 1925. 

^rom the Secretary of the Board of Supervising Engineers Chicago Trac- 
he following information was received in a letter dated April 9, 1926: 

th respect to the City's 55 per cent, for the fiscal year 1925 and 
rchase price as of January 31, 1926, which you ask for, they are 
>ws: 
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^o Railways Co $'M.2.^.<««jt>. . 

go City Railway Co 55.HI'*O70.27 

net & South Chicago Ry. Co ll/i2K,8H4.5l 

Southern Street Ry. Co.' I.8ni>/iiM»J4 

TOTAL SI* o.5(»8.22H».5 
City't 55%— Year ended Jan. 31. 1926 

icago 'Railways Co. . $ I..^H2.24I /M 

icago City Railway Co. (South Side I.inrsi 7.^iK7K.2^> 

TOTAL S 2.irM2().P» 

le above total is the net; that is, titr ("ity's 55 \tvr itiit uiiw li.r i!i-.; 
:ted $2,932 which represents licences paid in :id\aiut' !•> tlu* ( .»!•! 
•s in accordinace with the ( >rdinaiue^." 

Traction Fund <»n januarv L 1*'2^». atuounicil t«> S1.\l5l.57L.v\ ;inil 

ty's 55 per cent. f(»r the last fiscal \ear, dejui^itt*! Ajnil |(». w.t-* S2,- 

S).19. The interest accunuilati«)ns fnr tin* nit»nlh cif |;imi:M\ \\..nld In- 

>ximately $100,000. l*uttin«:j tlu'se fii^ures tn^^rthi-r slmw- that tin- fund, 

ting the perccntajijes accrued !i»r llu* la-t ti-cal \rai. w imiM ai:«'M!!t t^ 

oximatcly $45/)7(),(KH). 

b get a conii)arati\e lij^urc mi tlu* l»a>is nf a li\i" pir ctt-.l anii»rli/atiMii 
n, I have set up a table covering the same l^>-\r:ir jxTiod, matlr uj) in the 
lowing manner: 

At the end of the first year 1 have credited tlie ca]>ital accnuni with the 
nount of the city's 55 per cent, of the net earnini^s an<l treated this as 
mortized capital representinj^^ the city's ecjuity in the caj)ital xahu*. 

At the end of the second year, in addition to the city's 55 per cent. «)f net 
imings, I have set up interest accretions on the amortized capital at 5 j)er 
»nt and putting these two items together have applied the total to the 
irther amortizati(jn of capital, thus increasing the amount of the city's 
luity. I have used 5 per cent because that is the minimum return paid to 
le companies on capital value before the division of net earnings with the 

ty. 

I.ater on when expenses were incurred that were charged against the 
raction Fund, I have deducted the amount shown each year from the city's 
5 per cent, plus interest accretions available for amortization. Following 
lis through to January 31, 1926, including the city's accrued 55 per cent for 
tie preceding fiscal year, I find that the cumulative amortization of capital 
uring the first 19-year period on this basis would have been $56,369,295, as 
ompared with $45,670,000 under the Traction Fund method actually used. 
This is a difference of $10,700,000 in favor of the amortization plan. I can- 
lot see that there would have been any serious difficulty in using the amor- 
ization plan instead of the traction fund plan if the city's negotiators in 
907 had understood it and insisted upon* it. 

The Amortization Table follows: 
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CHICAGO TRACTION FUND ACCUMULATED AT 5% INTER^^crti 
AND USED FOR AMORTIZATION OF CAPITAL 

Prepared by Delos F. Wilcox 



City's Percent- 
age of Net 

Earnings Ac- Interest at 5% 
Year crued to Jan. on Previously 

Ended 31, but not de- Amortized 
Jan. 31 posited until Capital 

April 10 of 
each year 



City's Share 

of Earnings 

Plus Interest 

on Amortized 

Capital 



Expenses 

Paid 

Ouc of 

Traction 

Fund 



Amount 

Available 

for 

Amortization 



Cumulative 
Amortization 



1908 $ 1,556,809.71 

1909 1,384,449.10 

1910 1,285,262.76 

1911 1,704,185.88 

1912 1.869.738.00 

1913 2,529,033.81 

1914 2,697,792.42 

1915 2,557,042.13 

1916 1,664,424,34 

1917 2,745,654.59 

1918 2,035,352.74 

1919 381,782.99 

1920 1,447,362.93 

1921 2,144,616.19 

1922 2,934,112.35 

1923 1,663,046.95 

1924 2,117,215.26 

1925 1,608,507.41 

1926 2,119,120.19 



$ 77,840.49 

150,954.97 

222,765.85 

319,113.44 

427,323.90 

571,831.70 

732,741.97 

897,108.63 

1,025,185.27 

1,203,533.17 

1,361,636.41 

1,448,069.17 

1,591,724.23 

1,769,480.18 

2;002,466.19 

2,182,852.31 

2,394,052.52 

2,590,452.78 



1.556,809.71 
1,462.289.59 
1,436,217.73 
1,926,951.73 
2,188,851.44 
2,956.357.71 
3,269,624.12 
3,289,784.10 
2,561,532.97 
3,770,839.86 
3,238,885.91 
1,743,419.40 
2,895,432.10 
3,736,340.42 
4,703,592.53 
3,665,513.14 
4,300,067.57 
4,002,559.93 
4,709,572,97 



? 



$ 24,642.17 

66,201.81 

51,418.67 

2,450.97 

203,882.02 
76,820.99 
14.764.16 
22,331.08 

181,221.25 
43,872.36 
57,790.71 
76,063.39 
74,554.86 

149,333.43 



1,556,809.71 
1.462,289.59 
1,436,217.73 
1,926.951.73 
2;i64,209.27 
2,890,155.90 
3,218;205.45 
3,287,333.13 
2,561,532.97 
3,566,957.84 
3.162,064.92 
1,728,655.24 
2,873,101.02 
3,555,119.17 
4,659,720.17 
3,607,722.43 
4,224,004.18 
3,928,005.07 
4,560,239.54 



$1,556,809.7 

3,019.099.3^. 

4,455,317.0; 

6,382,268.7( 

8,546,478.03 

11,436,633.93 

14,654,839.38 

17,942,172.51 

20,503,705.48 

24,070,663.32 

27,232,728.24 

28,961,383.48 

31,834,484.50 

35,389,603.67 

40,049,323.84 

43,657,046.27 

47,881,050.45 

51,809,055.52 

56,369,295.06 



Total $35,445,509.75$20,969,133.18$56,414,642.93 $1,045,347.87$56,369,295.06 



The preceding table is a theoretical one based upon what would have 
happened under the Settlement Ordinances if the amortization plan had been 
adopted instead of the traction fund plan. 

Carrying this idea a little further and assuming that the traction ordinances 
will be renewed for another period of 20 years from February 1, 1927, and 
that the City's 55 per cent of the net earnings for the current fiscal year and 
for the 20-year period under the extended franchises will amount to $2,000,- 
000 a year, the theoretical amortization on the 5 per cent interest basis, 
without allowing for any further expenses chargeable against the traction 
fund, would accumulate as follows to January 31, 1947: 



Amount of amortization of capital Jan. 31, 1926 .... 

With no further payments of percentages this amortization 
of capital by the process of compounding at 5% during 
the period of 21 years, by Jan. 31, 1947 would amount to 

An annuity of $2,000,000 per annum from the percentage 
payments applied to amortization and componded at 5%, 
at the end of the 21 year period would amortize additional 
capital in the sum of 



$ 56,369,295.06 



157,042,747.28 



71,438,503.62 



Thus, the total capital value amortized on this plan during 
the period, of 40 years ending Jan. 31, 1947, would be . 



$228,481,250.90 
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TUs compiitation is based U|>un a coniWinatitui ni what ini^ht ha\i« lu-i'i 
the past and what might l>e in the future. If. instrad i»f tlic tlu*i»rrtiral 
ortization during the first 19 years, uc ^Xatx a- ot Ian. .U. l*'i<i, wiili \\w 
nal amount of the traction fun<l. inchidii!;: ihr ;M-Ti-riit:ii:t-N ii.r tlir l.t^t 
al year accrued hut nut ])ai<l, aiul an c^iiniatcil ^uriMiMiLition <•! SIini.imm) 
interest during the nitmth of January, r»i*i, wi* nuM >tari with $*?/i70. 
,54, the approximate actual anil >uiit a ai'.i-'lr !••; .ti::<iiti/.iti<iM )•' thi- n^r 
he traction fund. This would he roui^hU .S1(>.7(N).(nx) ]ih. ih.m tiic th«i> 
:al amount which inij^hl ha\r hrt-ii arrninulatrd vndrr th«- .^'i .i:M«»iti/a- 
plaii. On the hasis ul this ^iitallrr ^»nn. it thr .mmmi li/atiiiii phm wwr 
inti» effect as of January .^1. T'Jfi. thr lit.il am. .nut ..i iaj»ital iliai li.nhl 
mortized up to 1947, nn thr a»*>nn^j»ti..n thai SJ.»)<iti.UNi ;t \*ar wi.nM hr 
e available from thr ( it\*> in n <mi:il'»'^ . • rrt r.'ituii:^'*.. wi-nhj l-r an- 
:imately $30,000,()(»() U-ss. >«. that ihr -la::*! tutal •-! lapital .ininiii/td 
I the expiration «if thr -ni.i d fr.nulr.M- iriHwi iir l'M7 «\..iilil he .ip- 
limatelv $108.()(KM)()(). 
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^^Public Oif^itership^^ 



MONTHLY MAGAZINE $2,00 per Year— comes regularly to 
to every member of the League, $1.00 of each membership 
fee being set aside for that purpose. 

It is the only magazine on the continent devoted specifically to 
public ownership and utility problems. It publishes the 
News and Notes of the public ownership movement; serial 
articles with exhaustive discussion of utility problems by 
the highest authorities which afterwards appear as bulle- 
tins of the League and prints the proceedings of the Pub- 
lic Ownership Conferences. It is the only magazine that 
counteracts the misleading and false propaganda of the big 
corporate interests. 



If you want to be informed and up to date 
on America's greatest problem — if you 
want to keep in touch with the progress 
of America's greatest movement — sub- 
scribe at once for 



"PUBLIC OWNERSHIP'* 

The Magazine Indispensable 

You get it at $2.00 a year, 

or by joining 

The Public Ownership League of America 

127 N. Dearborn Street, Room 1519 
CHICAGO, ILL. 



pose of this Primer 

tpresents an effort to present 
. some of the uofiortant fea- 
«ent industrial oriler so Uut 
EH will be in a better position 
lould be done about it. 

which follow are indeed siot- 
toiy answers cannot be dis- 

diugeat study- This primer 
t an introduction to thie sub- 
sproposed are terse and pcr- 
Tnii method has been pur- 
\c hajte that it mi^t be the 
ging Uiouj^ and hence lead 
Mvw 3knd stuil)'. 
I Al«AV-i (vt>x«4 akOK cffec- 
r^ic-i. tm>tr«teMu;. examples 

\VAi tttiAM»m:< vuKha) MS 

',s4»»; \V: A^Tft*>4j« » ntie- 
^9^,X 1**A ■,V--^i4rtJ T»iKi« ex- 



1 . IVhat enterprises are owned wmd ofera 
by the gevermmtait of ike Umttd Siat 

Answer: Tte Federal G ovtiimi 
owns and (^crates the AxD^ a 
Navy, Uw Post Ofi&ce, ttie Prist 
the Forestry Dcpartaoent, Bureau 
Mines, Public Lands, Redamat 
Service (Irrigation Plants, wliidi a 
furnish power) Pi^ilic ForeMs, I 
raries, National Paris, Alaska &_ 
Roads and Bri(%es, Pri n tii^ ami P 
lishii^ Plants, Postal Saving Bat 

2. iVhai enterprises are owned and opera 
by ike State Governments? 

Answer : The State govermnc 
own and (^rate Public Forests, Pai 
Waterways, the Higbways, I ^ yrar 
In cooperation with localities, dtcy c 
and operate the {greatest of onr pd 
responsibilities, tbe Sdiot^, Qevat 
and Mills, Docks, Prio t ia g Phi 
Universities and Ccril^es, Asyln 
Hospitals, Penal Instituti0n£, W: 
houses. 

3. What enterprises ore owned and opera 
by Countiesf 

Answer : Comities own aad opei 
Highways, Bridges, Ho^ritalB, & 
toria. Penal Institutions, Sdao 
HtHnes for Aged and Dependrat, P 
lie Health Departments, Demons! 
tion Farms, Public Welfare Depi 
ments. 

4. IVhat enterprises are owned and opert 
by citiesf 

Answer: Munictpalities own : 
operate Water Sup^iet, (3(M-5 in 
S.) Parks, Playgrotmds, Bead 
Police Systems, Gas and Bee 
Plants (109 Gas Plants in Canada; 
U. S., 2581 Electric Lifting PU 
in U. S.), Street Railways (15 ci 
in U. S., with nearly 800 miles 
track and serving Z}4 million peopi 
Libraries, Museums, Schoob, C 
l^es and Universities, Auditoriu 
Theatres, Public Markets, Fire '. 
partments, Sewers, Fuel Yards, 
Plants, Ports, Piers and Termin 
Printing Establishments, Abbato 
Baths, Comfort Stations, Fen 
Milk Supplies, Heating Plants, Po' 
Plants, Laundries, Funeral Establ 
ments. 



ownership of railroads, watei 
(hydro-electric plants), coal-mi 
surance and banldog. The te 
toward public ownership of 
railways, gas, electricity, wat 
plies increases. 

{Example : In 1880 there w 
private water supply ^dants a 
publicly-owned; in 1896 the ra 
1726 private and 1470 pub 
1915, 1355 private and 3045 
Over 40% of the city electric : 
plants are now municipally-ow 
1900 the percentage was 22.) 
NOTE— It «houIit be noted tltat i 
Labor i*artv and the Liberal J 
Great Britain are advocating Ml 
0/ public ownership of agriouHtw 
Liketoi^e the Aprlcultural Econw 
tearcli Inatitnte of Oxford. 

9. What are the general arguments 
support of the above proposed ex 
of public ovmershipf 

Answer: In regard to Ra 
Coal-mines and hydro-electric 
plants the arguments are brief 
these are all public nccessiti 
their products or services sho 
be exploited for profit; (b 
prices due to inefficient mans 
or to elimination of real com 
render these products of servi 
available to those who neei 
most; (c) regulation has been 
most part ineffective; (d) ti 
two of these enterprises (r 
and coal-mines) are now indG 
managed ; (e) other govemmei 
operated utilities of this class ! 
fully and in the interest of thi 
at laige. Public insurance ani 
ing are urged upon the same | 
with additional emphasis place 
tiie fact that insurance and cr 
universal necesdties; these a 
vices which should be availabl 
and should not therefore yiel 
profits to a few. 

10. On what grounds is this exten. 
public ownership opposedf 

Answer: On the general 
that private ownership is mor 
ent, more free from 'graft,' th 
tics and business should not b« 
further, and that it will raise 



but merely assumed control for a i 
cific purpose and for a temporary i 
iod. The same ofGcials remained 
power and hence this was in no se 
a test of government ownership. 1 
also frequently claimed that the I 
Office must be regarded as a fail 
since its fiscal year often closes -v 
a deficit. This argument obvioi 
overlooks the fact tfiat the policy 
the Post Office is to reduce costs 



15. Have there been notable failures «k 
private ownership? 

Answer: In 1922 the sum 
through commercial failures 
$210,538,256; through bank faih 
$77,735,551. R. G. Dun and Comp 
estimate that there were 23,676 o 
mercial failures in 1922 and 277 b 
failures. Numerous railroads and 
dustries are now in the hands of 
ceivers. 

16. What conclusions may be drawn frtn 
comparison of private and publicly-ow 
railroadsF 

Answer: Fifty-four nations i 
have public ownership of raitw; 
Outside the United States, one-hal: 
the total railroad mileage of the w< 
is under government ownership, 
more tiian one-half of the popula 
of the civilized world enjoys the 
vices of publicly- owned and open 
railroads. Germany has over 36, 
miles of publicly-owned railro 
Canada 23,000 miles, Mexico 12, 
miles, British East Indies 29,000 
cetera. On the whole, govemn 
ownership of railroads has proved 
isfactory although there are sev 
experiments which are still in the 
ance. Government ownership tend 
reduce costs by unification of ten 
als, diminished advertising, reduc 
of salaries of high officials, and 
savings in passenger and frei^t 
vices by eliminating re-routing. In 
United States, the State of Geo 
and the City of Cincinnati own 
ways; the Federal Government o 
and operates railroads in Panama 
Alaska and also tn connecticm ' 
two reclamation projects. 



p do wages and hours of labor differ 
r private and public ownershipf 

Answer: Wages in general are 
lifjitly higher under government 
wnerslup when compared with cor- 
esponding industries in the same 
ountry. 

Example : In San Francisco the pri- 
atdy-owned railway pays from 46 to 
2 cents per hour, the working-day is 
n»n 8 to 10 hours, and employees 
irork seven days each week. On the 
ither hand, ike munidpally-owned 
ailways of the same city pay a mini- 
aum wage of $5 per day (62j^ cents 
ler hour) and the employees work 
agiit hours per day for six days of 
:ach week. Conditions of labor are 
:ar more stable under government 
twner^p and there is usually a pen- 
non system which provides for old 
ige. 

what methods can the Government 
over the ownership and operation of 
%terprisef 

Answer : The Federal Government, 
States, Counties and Municipalities 
nay initiate puWicly-owned projects 
jy (a) starting a new business in 
;ompetition wi& privately-owned en- 
erprises, (b) condemning property 
leemed necessary for public use^ — Bl- 
owing tfie courts to determine the is- 
sue of necessity and also the just 
>rice, or (c) by purchasing outright 
^sting establishments. 

lid public ownership greatly increase 
s? 

Answer: This will depend upon the 
dnds of projects undertaken. Schools, 
or example, furnish a service which 
s not supposed to be sold and must 
onsequently be paid for by taxation. 
The Post Office pays for itself ; there 
ire occasional deficits but these are 
nade up from receipts and not from 
axes. Goverament enterprises whidi 
ell products should pay their way and 
t the same time furnish their goods 
t a lower price than is possible for 
rivate business. 

Bxamfle: Tlie Hydro-Electric pre- 
set of tfie Province of Ontario fum- 



ishes electricity for 55% 
the people paid in 1923 urn 
ownership. This enterpris 
the pecq>le nothing in ta 
them over $5,000,000 per y 
of electricity, and allows 
people to use electrical [: 
could not afford to do so 
vate ownership. 

20. Can governments operate enti 
economically as corporations? 

Answer : Governments h 
very definite advantages o' 
business. They can, for ex. 
borrow money at lower ra1 
of greater security, (b) pn 
regular employment, (c) f 
ter service since they are i 
to make profits for invest 
these advantages they ai 
produce goods and scrv 
economically than individu 
porations. Wherever a fai 
trial is afforded, as for ex 
Ontario Hydro-Electric pi 
Francisco street railway 
water supply, Parcels Post 
government ownership hi 
strated its superior efficien 

21. What are the principal argume 
public oitntershipf 

Answer : Opponents of \ 
ership usually base their ar| 
assumptions like the folio 
the presumed efficiency of 
tcrprise, (b) the dangers 
tism in public ownership, i 
^ould not be mixed wit] 
(d) public ownership wi 
taxes, (e) public ownershi 
initiative and invention, ( 
ment regulation is better ti 
ship, (g) private property i 
confiscated, (h) public 
leads to socialism. 

22. Are these valid arguments? 

Answer: Most of these 
are mere presumptions: t 
withstand the test of facts, 
government enterprises hs 
strated tiieir superior effic 
favoritism is, of course, a 
it exists also in private 

9 



is in business whether we 
r not ; the protective tariff 
example of how the Gov- 
>jects itself into business. 
: politics from business 
omic anarchy; (d) public 
and operation of certain 

will certainly increase 
lie schools, for exanqJe, 
; the question is: do they 
■ less than private schools ? 
;rsbip of enterprises which 
cable goods need not and 
>st part do not increase 
initiative and invention do 
ly result from a desire for 
swards and to believe this 
low estimate upon science 
ts. 

■: Smokeless gunpower, 
serum, moisture-tester for 
ors, rotary printing press, 
r measuring tides, multi- 
me — ^these were inventions 
lent employees. The Bab- 
tester was invented by a 
eacher, and the first tele- 
became possible til rough 
iation by Congress, (f) 
t regulation is valuable, al- 
n made -useless by evasion, 

certain gross abuses of 
and other forms of ex- 
lUt it cannot go far enough 
msumers to buy goods and 
tiout paying also for prof- 
irgument for government 
is that there are certain 
ervices from which no one 
:e profits.) (g) Govem- 
made legal provisions for 
nation of private property 
where such procedure ap- 
in the interest of the pub- 

(h) This argument may 
1 by quoting a leading ad- 
itbUc ownership who says : 
ig our children in Ihe pub- 
mailing our letters at the 
, drinking water supplied 
ipal water works, reading 
c Library and riding over 
id — if these things are so- 
ialism, communism or bol- 
en all of us are socialists, 

and bolsheviks." 
\0 



Public Oumership Uteratun 

Public Ownership — A 450 page, iUusI 
book — a Survey of Public Enterj 
Muniupal, State and Federal, ii 
United States and Elsewhere, by G 
Thompson, Secretary of the Public ' 
ership League of America, Thom; 
Crowell Company. (This volume 
published during 1925, and is no i 
the most complete and up-to-date 
pendium of facts and principles avai 
It contains an extensive biblic^ 
numerous illustrati<His and tables o: 
tistics. Price $3.20.) 

The Ontario Hydro Electric Power Sysi 
bulletin of the Public Ownership Iv 
in preparation. 

Municipal Light and Power Plants « 
United States and Canada — 300 pagi 
letin. 

Municipal Year Book — Edited by M 
Baker. 

United States Census Reports. 

Publications of the Public Ownership L> 
of America, 127 North Dearborn S 
Chicago, on Public Ownership of 
ways, Mines, etc.. Municipal A 
Works, Municipal Railways, Mun 
Light and Power ^Plants, et cetera. 
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Oovemment Railroads. — Samuel 0. Dunn, in his book 
on "Regulation of Bailways," * says, "the Canadian state 
railways are an utter financial failure." He submits many 
pages of statistics, facts and figures to substantiate the 
claim. Secretary of Commerce, Herbert Hoover, of Presi- 
dent Coolidge's cabinet,^ has referred to "the failures of 
government ownership," mentioning the Canadian rail- 
roads among the rest. 

Answer. — The facts are that the railroads in Canada 
which now constitute the government owned system, were 
for the most part originally privately owned and under 
private ownership had been operated at such great losses 
that they became bankrupt and were unable to operate any 
longer. In other words, it was under private ownership 
that the Canadian railroads became an "utter financial 
failure." And this failure of private ownership and enter- 
prise was so complete that the Canadian people were com- 
pelled to take over the roads or be without service in a 
very large portion of the country. 

In taking over the roads the government was compelled 
to assume the debts and excessive capital accounts that had 
resulted from private ownership and management. As a 
result, the first years of government ownership and opera- 
tion showed a deficit. However, the government operation 
is now steadily reducing these deficits, rehabilitating and 
extending the lines and making an increasing success of 
one of the largest railroad systems in the world.* 

Mr, Dunn also refers to the government railroads of New 
Zealand as a failure.' And yet the Oflicial Year Books of 
New Zealand show that the government roads are steadily 
gaining in extent and success. In 1923 the net revenues 

»" Regulation of Railways," by Samuel O. Dunn, D. Appleton and 
Company, New York, 1918. See also his "Government Ownerahip 
of Bailroade," for other objections to gorenuaeut ownership of 
lailroada. 

3"GoTemmeut Owuerelkip," &n addroHi delivered in Washington, 
D. C, September 29, 1924, publiBhed by variouB orgamzations, apply 
to National Electric Light Association, 29 West 39th St., New Yoric 
City. 

• See page 80 of present volume. Also Annual Report of the 
Canadian National Railroads for 1923. 

^"Regutatiou of Eailways," page 245. 



atad tiiaais Ua wkttit trtm thut. jumA st praelieallj- the 
Loifci Em 'U'*'tl, tMTs Ots i\ ib A gnxt eaiul past the falls 
aud t!ht: »i.nii*itLi. t>^ (^QMmifl'vni und then dropping it to 
iMwIf ibe tjXi iffoiju^A V\'M. Tht. rcitoH of tliis superior 
tl6tiaiiej u i^aI 1K« l':itj)-<Tii>wit-(}oMnisra& plant develops 
adMUl 31 i»«r»ii-i*i»*r tiir Mci cuWe foot of watw used 
pew iMOnd, sbcre^a ii)« >i,v>lraulif plant of the Niagara 
Fall« Power CuOiijMniy <iu lA^ ATO^rinan ade dei>^ps about 
21 )u>nie--|io»er f<ir Mrh <<i)V>i^ font of mter used per 
Kcood. In other wurJs, f.ir iW wtroftqnanlJtrof waternsed 
the publie jilanl deveiuita lUl,v ]>Ar MSt iDore power than 
the private {jlanl. 

III. PUBUC OWKRJIiitllll' AXI> PCHJTICS 

It 18 charged by the o|iiH>neuu of public ownership that 
politico wUJ iuterfere with and mako imposible the sac- 
cewiful oi>eratioD of j>ubliely owned utilities; that the con- 
•ttuit dumgc of odmiiiisl ration, iluo to the shifting of 
political control, will umka it Impossible to maintain an 
efficient ma n ag w o wt Qt publUly owned utilities; and that 



Objections to Public Ownership Considered 395 

public ownership will enormously increase the nnmber of 
public employees who will thus constitute a great political 
machine of such power that it will dominate the country. 
Messrs. Hurley and Hoover are particularly disturbed by 
this consideration. Mr. Hurley, by assumii^ that all of 
the public utilities are to be publicly owned and counting 
the employees of "all the steam and electric railways, the 
electric light and gas systems and the whole range of public 
utilities, together with the present Oovemment and state 
employees" and then multiplying that number by three, 
we would have 21 million voters in the public employ.*^ 

And Mr. Hoover discussing this phase of the subject de- 
clares that "we would have nearly 3 million jobs to be 
given out and a political debauchery unparalleled in all 
history."*' Similar objections are met with quite gener- 
ally in the opposition to public ownership. 

Answer. — Where are the facts to substantiate these 
claims? We had 282,636 employees in the United States 
postal service in 1922. No one has ever shown that these 
men or their organization have debauched the American 
government or even attempted to do so. Nor has it ever 
been shown that these men have used their political in- 
fluence or even their organized voting strength effectively 
in influencing the government in its control of the postal 
service. There are many who feel that the postal employees 
could legitimately use their political strength even more 
than they have attempted to do in improving conditions 
in the postal service, not only for themselves, but for the 
welfare of the service as well. At any rate, there is cer- 
tainly no evidence in the postal service of the dangers of 
political control which the opponents of public ownership 
urges so strongly. 

Again, we have 1,483,233 teachers employed in the pub- 
lic educational system of this country. Has any one ever 
shown that these public employees have unduly influenced 
the course of political events, either in the country at large, 
or in their local communities? No evidence of that sort 
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fladmbdieTO HisCaudt «nla nepnttinl^E 
Jifld, fttuUy, tfaen se anplayed. by the pid^ i^BaaoB of 
a« United States GovannuKt, mod. by tlie '™«-T f«| and 
state ^avvmnyeaXa of the eonntzy, idmi^ limnTwi^h <tf thini~ 
MHids at other pnblie anployeo. And jet na imb oF tin 
oppoaeata of public ownoahip ba* ever dted msf irti'*w»ir 
ex^ple of tbe om of politaeal power and Tnff m i nf # by tbaae 
f oreea in any way detrtmoital. to tiut ii i lm e rta of tlic pei^fa 
at large. So it wotdd aeem tbat tb«e is no evidmea sv«3- 
able in oar experience tfaiu far to sabstButiafia time oltjee- 

With reference to tbe elaim tbat with tbe diange trf ad- 
ministration which is inevitable under onrsTatenttrfpoGtical 
control, it is impossible to secure continoity and therefore 
eflficicTicy in the management of publicly owned pnblie util- 
ities, it may be said that here again evidence is lacking. It 
is true that with the change of adminiatration the post- 
master general, who is at the head of the postal service, may 
be changed, bat the great majority of the employees are 
under civil service and therefore are not subject to change 
with changing administrations. The same ia true with re- 
gard to an ever-increasing proportion of public employees, 
both in the national, state and local governments. The 
Are departments, the police departments, and increasingly 
other departments of local state and federal govemmenbi 
are ander civil service and are therefore protected from 
the evils of political interference. 

In this connection, two quite striking cases which have 
rec«itly come to our attention, may be cited. (1) In con- 
nwtion with a study of the management of municipal water 
wvrks in the state of Wisconsin, in 1923, the writer had 
wvastOQ to address a questionnaire to a great many cities 
in that state. One of the specific questions that was asked 
was: "Has your municipal plant been kept out of poli- 
ties?" Th«* were 26 chics frwn which replies were re- 
vtivwl some of than from city offirials, but a considerable 
ICwpiMttiBtt of &em ttom tbe "^waU of the leading banks 
te tt* nmantiw talamk. M» every tim^ cast tXts* citus 
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replied tTiat their plants had been kept out of poUttcs. And 
it is interesting to note that in many cases those who replied 
took occasion to emphasize the importance of keeping public 
plants free from political interference, and that this was 
one of the evils to be avoided, but in every case finished 
by saying that so far as their plant was concerned, it had 
not been afEeeted. 

(2) Later in the same year, December, 1923, the writer 
had occasion to make a similar study with reference to 
the management of municipally owned lighting plants in the 
state of Michigan. A questionnaire was addressed to a 
number of cities owning and operating electric light and 
power plants in Michigan, and again this specific question 
was asked: "Has the plant been kept out of politics I" 
Nineteen cities replied to this question. Sixteen stated 
definitely that politics had had no influence or effect upon 
the management of their plants. One replied that poli- 
tics had influenced the plant "more or less," and another 
that it had influenced the plant "to a certain extent." 
Only one of the nineteen stated definitely that politics had 
interfered with the management of the plant. In this con- 
nection the reply of the largest city in the state of Michigan, 
Detroit, is of particular interest. The General Superinten- 
dent stated "in the revision of the city charter the civil 
service has been created from whom all employees are se- 
cured and through whom only employees may be dis- 
missed." In other words, the employees of the public light- 
ing plant are under civil service and therefore protected 
from political interference. 

It should also be noted that the tendency everywhere in 
taking over public utilities of any kind, is to set up some 
form of non-partisan board or commission to whom is in- 
trusted the management of the utility. This in itself re- 
moves the management and control of the utility from the 
evil effects of political changes and manipulation. And, 
finally, the fact that innumerable oases may be cited from 
all parts of the country where the superintendents or man- 
aging ofGcials of publicly owned utilities have been kept in 
control for many years through every change of political 
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occasionally been amended. In several cities the newest 
principle of all in civic reform, namely, proportional rep- 
resentation, has been introduced. All of these changes, we 
believe, tend to more efficient government. At all events, 
they show that in so far as our forms of government may 
need changing in order to adapt them to the suceesafal 
ownership and operation of public utilities, they may be 
changed, and are being changed. 

V. Public Ov?neeship akd Taxesi 

It is objected that public ownership will greatly increase 
taxes. Mr. Hoover makes much of this objection saying 
that "every experience to date indicates that the tax payer 
■will pay." '" Nearly every opponent of public ownership 
raises the same objection. 

Answer. — This objection assumes that the public utili- 
ties that are publicly owned will be inefficiently managed 
and will, therefore, not pay for themselves and will not 
yield sufficient returns to cover the cost of operation, the 
interest on the investment and a sinking fund to retire the 
capital account. But this assumption is false as we have 
shown in previous chapters throughout the present volume. 
The publicly owned public utilities have quite universally 
earned a sufficient income to cover all of these expenses, 
and in many cases, a handsome profit besides. The evi- 
dence heretofore submitted, therefore, will show that public 
ownership does not increase taxes, and that in many cases 
actually reduces taxes.^^ 

In this connection it is important to note that the bur- 
den of taxation of which there is such a dread, comes not 
from the public ownership of public utilities, but from 
public enterprises that do not yield a revenue. And of all 
of the burdens of taxation, of course, by far the greatest 
is that due to war and the preparations for war. There 

'""'JoTeniinent Ownership," page T-S. See also page 11. 

^"•*i*liT page 337 where we have referred to a number of 

"■Ota that have no taxes at all, and in some cases, 

&tir citizens derived from publicly owned land 
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un) iiisa other burdens of taxation due to socIl i 
but uuii-revenae producing enterprises as edi[i».tuiL, fire 
dv|>urtmeut!t, police departments, aewers. etc In ctKLtzxst 
tu ;Ui of chin, public ownership of re(.'eniu gradaciaig enter- 
t>r<MW iiut only pays fur itself, but may. if it is deenKtl 
«» iMf. bv iuihi« to produce a prodt. and as we ha.Te pointed 
■^ut, witvu do. With this distinetiun between tevemiii pro- 
iliK'Uiic aitd non-nrreQue-producing enterprise and ixtLEties, 
n vtiti bv> styu tiut public ownership need not ni any way 
iiti'i>>U'4! la.\vi} exL'epc in those causes where, as a matter of 
I'liMk' i>v>tn.*y, it may be decided to sarry an a non-wtHitie- 

riiv'tv *!) Attot'.KT '.'iiiise >.'f this pcuolem of cuotius that 
114 iiUv'ii aJIuvk-d w aad is nienticned particulapty by Seere- 
i»i > Uvv^vc *■'•.' saj""* " r;day ihe jomjimed siiJiiis eon- 
lulnuv iits'iit A"!'*'. W. >V ji Tuies ro linf F»iiral uid 
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illustration, for example, the Municipal Electric Light 
Plant in Cleveland, Ohio, pays no taxes. A recent criticism 
of the plant in this connection points out that the city has 
thereby lost $1,026,968.40. In reply it may be pointed out 
that, according to the Municipal Research Bureau's rec^t 
report, the total savings to the consumers of electricity in 
that city for the period covered by the life of the plant, 
1913 to 1923 inclusive, is $20,959,500, which u more than 
twenty times the amount of taxes which it would have paid 
as a privately owned plant."' 

VI. Public Debt 

It is objected to public ownership that it will enormotisly 
i the public debt. ' 

—It is admitted that the acquiring of any pub- 
lic utility involves the pledging of the public credit and the 
issue of bonds which means an increase of the public debt 
to that extent. This, however, does not increase the ex- 
penditures which the people are required to make in se- 
curing the service of the utility. It actually reduces them. 

In effect, the change from private ownership to public 
ownership merely changes the debt from private to public 
bonds. For, of course, every utility has its capital 
account and its bonded indebtedness upon which capital 
charges must be paid just the same as a city or state would 
have to do. The public is compelled to pay rates for pub- 
lic utility service that are high enoi:^h to pay the capital 
charges just as certainly if the utility is privately owned 
as if it is publicly owned; with this difference that the 
charges on the capital account {to say nothing of rates) 
is greater under private than under public ownership. 
Changing to public ownership does not increase, it actually 
decreases the bonded indebtedness. Changing to public 
ownership decreases the capital charges and thereby the 
burden of debt which the public must bear for the follow- 

■■B«port on Various Features of the Accounting System and 
FiDBucial Operations of the Musicipat Electric Lif;bt Plant of Cleve. 
land, Ohio, hj tbo Municipal Besearch Bureau, 612 Electric Buildiiig, 
ClevelaiLcl, Ohio, July, 1921, page 31. 
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on the ground of its interference with states' rights. "If 
these public utilities are to be operated by the Federal 
govemment," he says, "we at once deprive the states of 
their measure of authority and control over railways, power, 
light and commmiicatiDD companies." 

Answer. — This objection, of course, is raised only with 
reference to interstate or Federal utilities or institutions. 
There is no difficulty of this kind encountered in the de- 
velopment of local, municipal or state enterprises. With 
reference to the Federal or interstate services, it may be 
said that we have had no serious difBculties in developing 
a nation-wide service and co-ordination of rights and powers 
in connection with the postal service. There was no serious 
difBculty encountered in co-ordinating the various railway 
companies of the country into one united service when the 
occasion of the World War demanded it. The Canadian 
government seems to find no difficulty in developing a 
Dominion system of railway ownership in cooperation with 
the various provinces of that country. And we have a 
significant illustration of the possible cooperation of a num- 
ber of states in the recent "compact" entered into by the 
states of California, Nevada, Arizona, Utah, Colorado, 
Wyoming, and Montana, with reference to the development 
of the hydro-electric power of the Colorado River. And, 
finally, the private power companies of the northeastern 
section of the country, in cooperation with the Federal 
Government, are rapidly developing a plan for a great 
super-power system covering nearly all of the states of the 
northeastern section of the country.*^ 

From these examples it is clear that while, of course, 
there will be problems of adjustment and co-ordination in 
establishing public ownership of projects that involve inter- 
state or national action, the difficulties involved are not 
serious and by no means insurmountable. 

'T"A Saper-power SvBtem for the Begion . Between Boaton and 
WaehingtOD, " by W. 8. "Murray and others. Prof. Papw 123, Qoveni- 
ment Pristing Office, Washington, B. C. 
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Tin. Higher K&tes 

In rMdnt pabliestions by the opponeaitB of pnblie owner- 
ihip, it is eUimed that ntes aie osually higher and the 
lervice costs more under poblic ownetdiip than under pri- 
vate. Secretary Hoover makes this point in his pamphlet 
above referred to. The objection is frequently met with 
of late. The most elaborate and labored objection to pnb- 
lio ownership on this RRnind was the report pabUahed by 
the National fUeetrie Light Aaaoeiation in criticism of the 
Ontario Hydro-Electric Power project." This report has 
■ general and sweeping criticism of the publicly owned 
■uper^power system of the Province of Ontario, bat the one 
most specific and outstanding contention is that the rates 
are higher and the service costs more in the publicly owned 
■uper-power system of Ontario than in the privately owned 
otwtHo Dtilitics in the United States and elsewhere in 
(lanada. 

Aniwer. — A very large part of the present volume has 
bwii ilovolcd to a study of the comparative rates charged 
for public utility sen-ices under private and public owner- 
nIiI|> In nil different fields. We ha\'e established beyond 
VeAWUmblo doubt, we believe, that this contention of the 
(imtiitieitlM of public oniiership is disproven and that the 
d|i|)Qiille 1m trtio. Wo would refer the reader to our index 
fiil< )>pFai'eiico» to the diffoivnt chapters in which this mat- 
ter in ti'CAted, fur tlte evidence on this point, that has been 

Will) I'^ferenoe to the Ontario H>*dro-Electric system in 

tlt|)'litiM)Ari )t uiny be said that the Ontario Commission 
IKS ttlAtla Alt extended re)ily to the criticism offered by the 
Mni'VBy He[itil't «bove referretl to. This reply is contained 
ill ^ bHlletin enlltled "Recitation." *• We have given a 
iiri^f I'^BittikA of thia refutation, which will be found on 

led (\uuptkml with PriTmtely 
* in CkiMiU and the United 
A»d b^ the Natioml Electric 
OTK Ywk aty. 
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pages 346 ff. and have sabmitted additional data to show 
that the main contention of the Murray-Flood Report is 
absolutely diaproven and that rates are not higher under 
public ownership in Ontario than they are under private 
ownership elsewhere, but on the contrary are very mucli 
lower." 

IX. PooB Service 

It is objected by some of the opponents of public owner- 
ship that the service is for the most part poorer than under 
private ownership. 

Answer. — The answer is that the main consideration 
that has led the cities, states and nations to establish public 
ownership, where they have done so, is the fact that under 
private ownership the service has not been satisfactory and 
it was believed that public ownership would give better 
service. That experience has proven this to be true, has 
been shown by the evidence submitted in the precedii^ 
chapters of this book. We would again refer the reader to 
the index under "Service." 

X. Labor Under Pubuc Ownebship 

A common contention of the opponents of public owner- 
ship is that labor is much better treated under private 
ownership in the United States than under public owner- 
ship elsewhere. Mr. Hoover makes much of this contention, 
quoting figures to show that really, wages are much higher 
in the United States under private ownership than in 
foreign countries under public ownership.*' Mr. Hurley 
makes the same contention. It is found in neariy all works 
against pubjic ownership. 

Answer. — We have examined this matter of wages and 
conditions of labor under public ownership as compared 
to those under private in several different chapters in con- 
nection with different forms of public service, and, we 
believe, have established the fact that wages and conditions 

*" See page§ 354-360. 

**"Qovenuneiit Ownership," pages 11-13. 
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labor circles, in favor of pablic ownership and democratic 
control of public utilities. In other words, as we have 
shown in previous chapters, the overwhelming sentiment 
of labor itself, whenever expressed, has been in favor of 

public ownership. 

XI. Public Ownership, ImnATrvE and Invention 

A very general objection to public ownership is that it 
would destroy initiative. It is urged by Secretary Hoover 
that progress requires new mechanical inventions, new 
ideas in administration, new developments in service, etc., 
and that America has made the most' marvelous advaQ,ce 
in the history of man under private ownership, enter- 
prise and initiative. He holds that invention, the stimn- 
lation to genius and other elements of industrial progress 
could not possibly have developed under public ownership 
with a "board of directors of 530 members of Congress 
and hundreds of members of the state legislature." .... 
"So far as I am aware, no single vital invention has ever 
come out of Government owned utilities." ** 

Answer. — It would seem strange that one so promi- 
nently connected with the public life of the American 
people and so closely in touch with its institutions as Sec- 
retary Hoover, should be so unaware and so unapprecia- 
tive of the really great achievements which our people have 
made and so unwilling to acknowledge them, Mr. Hoover 
says that he is not aware of a single vital invention that has 
ever come out of the government owned utilities. We will 
not have the time or space in this volume to record all of 
the achievements of our government and public service in 
this connection, but let us at least review a few of them. 

Smokeless powder which has been so vitally important 
to the army and the navy and to the military achievements 
of our government and through them to the institutions of 
the world, was invented by Professor Charles E. Monroe, 
a chemist in the Torpedo Corps of the War College in Pres- 
ident Harrison's administration. This invention which 

""Government OwneiBhip," pages 13 and 14. 
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befond eompatstlai. ASl tlie powder that the United 
Stota OSes ia manofactand under iL If the inTcntian had 
eonie into the pooBeaaion of a privste maan&etnnug eon- 
eem, it wonld have gtroa it an indefinite mtmopoly tiiat 
would have heen worth milliais of doDars.** 

And here is another: Br. Maiion Dorset, of the Bureau 
of Animal Industry in the Department of Agriculture, 
invented the senun that renders hogs immune to cholera. 
Anyone familiar with the dread disease of hog cholera 
and its ravages can appreciate what this invention meant. 
Dr. Dorset, after he had developed the semm, took out 
patents to protect it and then the world at large was 
informed that it had his permisaon to make or sell or use 
the serum. Thus all manufactarera have been put upon 
the, basis of a free and open competition in supplying the 
farmers of the country with preventative measures against 
one of their worst enemies,*' 

Dr. Marion Dorset was also the inventor of a special ink 
for the use of the government inspectors in marking meat. 
The invention is said to have saved the government $60,000 
a year and gave it a method of marking very much superior 
to the old one. 

Mr. F. G. Cottrell, an employee of the government in 

« r** WorlS'a Work, July, 1913, article by Franklin Fiiher, "Nine 
Patriotic Inventon, who h&ve girai to the United St&tes Oovemment, 
mad thus to the free hm of the AmericMi people, p»teiita npon iaven- 
tioBi wtiieh flon'^ have aold for milU ona of doUua." 
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the Bureau of Mines, was the inventor of a condenser to 
be used in chimneys or smoke stacks of industrial plants 
of all kinds that takes from the smoke or fumes whatever 
physical properties they may have and thus contributes to 
the elimination of the smoke nuisance. 

Another invention that came out of the government ser- 
vice was a moisture tester which has come into general use 
and the principle of which is applied in instruments used 
in practically every grain elevator in the United States. 
This invention was made hy Mr, J. W. T. Duvel of the 
United States Department of Agriculture. A rotary print- 
ing press for the printing of stamps in the government's 
Bureau of Engraving and Printing was invented by Mr. 
Benjamin R. Stickney, a veteran employee of the govern- 
ment's money factory. An intricate machine which auto- 
matically figures the time and degrees of the maximum and 
TTiinimnm of tides at any given place, was invented by Mr. 
William Farrell of the government geodetic survey. This 
machine takes the place of thirty computers and thos saves 
the govemmeiit $34,800 a year. The multiplex telephone 
was invented hy Major Squier of the Signal Corps of the 
United States Army. Brigadier General William Crozier 
and Brigadier General A. R. Buffington invented a mount- 
ing for the great twelve-inch disappearing guns commonly 
used in the army." 

The Babcock milk-tester for the determination of the 
butter fat content of milk which is now so universally used 
in the dairy business of the country, was invented by Pro- 
fessor Babcock of the State University of Wisconsin. 

The list might be greatly extended but these in- 
stances should be sufiicient to dispose of the contention 
that inventions never come out of government owned utili- 
ties. And attention should be called to the fact that while 
the first telegraph system was invented by Morse, the initial 
line from Washington to Baltimore was built with an appro- 
priation of $30,000 made by the Congress of the United 
States in 1843. Mention should also be made of the fact 
that practically all of the great railroad enterprises of the 

ti Idem, pages 356, 357. 
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of the great banking houses, and says: "That statement 
is entirely unfounded in fact. On the contrary nearly every 
saich contribution to our comfort and prosperity was 'initi- 
ated' without their aid." 

Speaking more directly about the influence of the private 
corporations upon initiative and invention, Mr. Brandeis 
says : ' ' But ' great banking houses ' have not merely 
failed to initiate industrial development; th^ have 
definitely arrested development because to them the crea- 
tion of the trusts is largely due. The recital in the Me- 
morial addressed to the President by the Investors' Guild 
in November, 1911, is significant : 

" 'It is a well-known fact that modem trade combinations tend 

strongly toward constancy of process and products, and by their 
vety nature are opposed to new processes and new products 
originated by independent inventors and hence tend to restrain 
competition in the development and sale of patents and patent 
rights; and consequently tend to discoora^ independent inven- 
tive thought, to the great detriment of the nation, and with injus- 
tice to inventors whom the Constitution especially intended to 
encourage and protect in their rights.' 

"And more specific was the testimony of the Engineering News: 

" 'We are to-day something like five years behind Germany in 

iron and steel metallurgy, and such innovations as are being 

introduced by our iron and steel manufacturers are most of tbem 

merely following the lead set by forei^ers years ago. 

" 'We do not believe this is because American engineers are 
any less ingenious or original than those of Europe, though they 
may indeed bo deficient in training and scientific education com- 
pared with those of Germany, We believe the main cause is the 
wholesale consolidation which has taken place in American indus- 
try. A huge oi^anisation is too clumsy to take up the develop- 
ment of an original idea. With the market closely controlled 
and profits certain by following standard methods, those who 
control our trusts do not want the bother of developii^ anything 

" 'We instance metalluigy only by way of illustration. There 
are plenty of other fields of industry where exactly the same 
condition exists. We are buildii^ the same machines and using 
the same methods as a dozen years ago, and the real advances 
in the art are being made by European inventors and manu- 
facturers.' 

"To which President Wilson's statement mav be added : 

" 'I am not saying that all invention has been stopped by the 
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abuses of private ownership, guarantees reasonable rates, 
good service and proper methods of financing. 

Answer. — In replj^ it may be said that the people of 
the United States are speniing something like $6,000,000 
a year on its Interstate Commerce Commisaon; practically 
every state has a commission that costs the people from one 
to two hundred thousand dollais more per year. And these 
commissions have been at the task of regulation now for 
ten, twenty and thirty years. Have rates been reduced! 
Have freight rates or passenger rates been reduced T Has 
the cost of living been reduced I Has the service been im- 
proved? Has the watering of stock been stopped I 

On the contrary, practically every utility company 
in the country has been persistently and constantly de- 
manding increased rates and most of them have been get- 
ting them. Even before the war conditions came on, rates 
were gradually and steadily being forced up and we know 
of no general or substantial reduction of rates that has 
resulted from the years of time and millions of money spent 
by the people on these commissions." 

Further and conclusive evidence of the failure of regula- 
tion as a solution of our utility difficulties and problems is 
found in the growing dissatisfaction with the public utility 
commission laws. Iowa knowing of the dissatisfaction with 
the system in other states has successfully resisted every 
eSort to secure the passage of such a law in that state, 
Minnesota has done the same. There is a growing dissatis- 
faction with the law in Wisconsin which was the first state 
to adopt it. A considerable element has always opposed it 
and during 1921 and 1922 United States Senator LaFollette 
who was its originator and chief supporter finally an- 
nounced that he was convinced that it was not adequate to 
meet the utility problems and declared for public owner- 
ship. 

In Illinois a convention of the officials and representatives 

»»For fnrtlier details see the Author's "Public OwuerBhip of 'Rail- 
toada," Chapter n on "The Failure of Begulation, " pages 30-39, 
Public Ownership League, Chicago, 1919; on Wisconsin conditioiu), 
•ee paii^hlet by Daniel W. Hoan, Mayor of Milwaukee on "Begula- 
tion a Failure and a Fraud." 
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to the public ownership of others and finally of all utilities 
and industries. Mr, Hoover phraaes this argument as fol- 
lows : ' ' Either we are to remain on the road of individual 
initiative, enterprise and opportunity regulated by law, on 
which American institutions have so far prc^resscd, or we 
are to turn down the road which leads through nationaliza- 
tion of utilities to the ultimate absorption into government 
of all industry and labor." '■ (Italics ours.) 

The fallacy of this argument is easily seen. Because a 
city owns a water works system it does not follow at all 
that it must own an electric light plant. Conditions are 
entirely different and until it can be shown that these 
new conditions require public ownership, the city vrill not 
change. Each case is decided upon its merits. Because the 
nation owns and successfully operates a postal service, it 
does not at all follow that it must own and operate its 
railroads. The success of the government and the advan- 
tages to the public in operating one utility may be urged 
as a reason for taking over the other, but all the different 
conditions and all the new and varied diffipulties and all 
the arguments which pertain to the ownership and opera- 
tion of the railroads that do not pertain to the ownership 
and operation of the postal service must be fully and satis- 
factorily met before the step will be taken. So the public 
ownership of one utility does not at all commit the country 
to the public ownership of all utilities. 

Much less does the public ownership of one or of several 
public utilities commit the country to the public ownership 
of every utility or even of all public utilities. We are deal- 
ing here with the course of social and industrial progress 
— not with a theory or a fixed program which some force 
or faction is endeavoring to superimpose upon the nation. 
So far as we know there is not a single group of any con- 
siderable number in the United States that advocates the 
public ownership of all the means and instrumentalities 
of production — except possibly the most extreme conunun- 
ists. The socialists certainly do not. The most that can 
be said of the socialist program in this respect is that 

■•"Ooremment Ownerahip," page 2. 
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the arifunient that by establishing the public ownership of 
any given utility we are taking to the road which will land 
us inevitably "through nationalization into the ultimate 
absorption into government of all industry and labor." 
This is a democracy. The people have the ultimate say 
with reference to all these matters. The people of a great, 
free and intelligent nation are conservative. There isn't 
the slightest danger of progress being made too rapidly. 

XVT. Public Ownebship a Menace to Government 
It is often argued that public ownership is a menace to 
our form of government; will overthrow and destroy it. 
It will "wreck our democracy," says Mr. Hoover; we are 
asked to "undermine our democracy, destroy the funda- 
mentals upon which our nation has become great.'"' It 
will "overthrow the govemment and establish a ^stem 
similar to that in Russia," says the resolutions of the 
National Association of Eailway and Utility Commisfflom.*' 
Answer. — In reply to these alarming cries it may be 
sufficient to say that the public ownership we have in the 
United States has not wrecked our democracy nor over- 
thrown onr govemment. To this may be added the thought 
that public ownership is in reality a further advance to- 
wards democracy and the realization of the fundamental 
purpose and ideals of our govemment. It increases the 
commonwealth ; it brings more of the people into the enjoy- 
ment of the ownership and control of the economic and 
industrial resources of the nation; it sets a limit to the 
concentration of wealth and diffuses it; it opens oppor- 
tunity to all on equal terms ; it destroys private monopoly 
and special privilege'; it protects the private property of 
the general public from exploitation; it comes not to de- 
stroy but to fulfill democracy. 

XVII. Ci-Ass AaAiNSr Class 
Speaking of the danger of a great army of public em- 
ployees that will use their political power to control elec- 
" " Oovemment Ownership," pages 2 and IB. 
M Quoted in Eleotncal World for November, 1920, pages 1028, 1029, 
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But the final lepfy to this olgertiiHi lies in tiie fiet that 
poUie ntHitieB do not, in the Teiy nature of the eaae» afford 
a basaa for ehas appeals. All pecfle and all dasaes are in- 
terested in them. The fanners, the shippeis, the traveling 
public, the business men and professional classes—- every- 
body is interested in and eoneemed about the railroads, 
the postal service, the schools. No one of these classes — 
not even the most numerous of them — could by any manner 
of means put over any measure in their own interests that 
would be detrimental to the rest of the people. The school 
teachers in a community could not hope to put over any 
demand they might have unless they could convince the 
public that it was just. The street-car men in a city cannot 
hope to win a strike unless they can win the support of 
the public. And they always appeal to the public in a 
controversy, even under private ownership. Under public 
ownership they would be even more dependent upon the 
public approval. In fact they would have this advantage 
that under public ownership their appeal would be to the 
public in the first place. But it would be an appeal to the 
public. It would not and could not be a class appeal 

In fact it is impossible to secure public ownership in the 
first place through class action. Before the public owner- 
it **Q9ftfam«it Owatrililti*' page 18. 
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ship of a public utility of any kind in any commonity can 
be secured and maintained as a public enterprise, an over- 
whelmiag majority of the whole people must be thoroughly 
convinced that their interests demand it. Measures of this 
kind always require sooner or later a majority vote of the 
people and in most cases the bond issues upon which they 
depend require a three-fifths or a two-thirds vote.*^ 

In other words there is no danger of securing public 
ownership by an arraying of class against class in the first 
place for the simple reason that no class in any communis, 
state or nation (speaking now of democratic countries 
where there is oniversal suffrage) is numerically strong 
enough to put it through. Much less is there any dai^^r 
of one class, e.g., the woAers employed upon a utility, 
enforcing their demands upon all the other classes of the 
community ; nnless it can be clearly shown to all that such 
demands were reasonable and just in which case they should 
be granted. In that case a sufficient number of the general 
public of all classes, would join in supporting the workers 
demands to put them through. 

XVIII. OuBs THE Best in the World 
It is often argued that we have here in America the best 
country in the world, the best institutions in the world and 
the best conditions in the world. For that reason we ought 
to let well enough alone and not undertake any further 
change or improvement. This argument is stated by Mr. 
Hoover in the following words : ' ' We have today in Amer- 
ica the widest extended and most efficient utility services 
in the world — efficiency not alone of management, but of 
the employees." . . . "Our utility employees are the most 
efQcient in the world." . . . "We have developed an effec- 
tive method of controlling abuses. We contribute more to 
invention and improvement than aU other peoples com- 
bined." 

bdAa these lineB are being written, December, 1924, Los Angeles 
in California, and the village ot Hart, Michigan, have flniijlj buc- 
eeeded in securing b. vote of a little over two to one — the required 
two-thirds vote— for their public ownership moaanieH, and this only 
after repeated efFoita in several B|>ecial elections. 
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utility companies of the country."*^ The same charge is 
frequently made in the literature of the opponents of public 
ownership and in their campaigns against it. 

In reply to this it is sufSeient to say that no intelligent 
advocate of public ownership and no considerable organized 
group such as the Public Ownership League of America 
has ever suggested that any public utility would or should 
be taken over without full and adequate compensation. 
Furthermore, even if such a course were suggested neither 
the laws, the courts nor the constitutions of the states or 
nation nor the conscience of the American people would 
permit it. And, finally, in no single case, so far as we know, 
of all the hundreds and thousands of private utilities in 
the United States that have been taken over by cities, states, 
and the nation, has one ever been taken over without full 
and adequate compensation. As a matter of fact in most 
cases the public pays much more than the properties are 
really worth and in some cases twice as much. The exces- 
sive price paid by the city of Seattle for the street-car 
lines is an example.®^ The earnest effort being made by 
the proponents of the public ownership of railroads to 
secure a reduction in what is believed to be an excessive 
capitalization as a basis of purchase is another illustration.** 
Many other similar cases might be cited. 

There is therefore no danger whatever of any confiscation 
of private property in securing public ownership. The 
danger lies rather in the direction of paying the private 
owners more than their properties are worth. 

XX. Public Ownership and Socialism 

In one form or another the opponents of public owner- 
ship are almost sure to bring in the objection that public 
ownership is socialism or at least socialistic. In this con- 
nection Secretary Hoover says — ^''We are asked to abandon 
all that we have builded as a land of opportunity by inject- 

ei BUeotrioal World for November, 1920, pages 1028, 1029. 
«2 See pages 236-241 of present volume. 
63 3ee pages 128 ff. 
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government and establish a system similar to that in Rus- 
sia.'* •' 

These charges are simply untrue. If educating our chil- 
dren in the public schools, mailing our letters at the post- 
ofSce, drinking water supplied by a municipal water works, 
readhig at the public library and riding over a public road 
— if these things are socialistic^ socialism, communism or 
bolshevism, then all of us are socialists, communists and 
bolshevists, and the United States is a socialist, communist, 
bolshevik nation. We do not think the opponents of public 
ownership would be willing to make quite so startling an 
admission. 

Socialism, communism and bolshevism are each a more 
or less distinct and well-defined theory of social and 
political control. Each has a literature and official pro- 
nouncements from which a sufficiently clear and definite 
idea may be secured by those who are willing to take the 
time to do so, to distinguish each from the other and 
all of them from the type of public ownership which 
has been set forth in this volume. To confuse socialism 
with communism and anarchy, and these again with bol- 
shevism, is to indulge in a reckless and loose use of words, 
terms and their meanings. But to confuse all these with 
the very common, everyday experience of our American 
cities, states and nation — ^to say nothing of foreign coun- 
tries — ^with public ownership, is still worse and unpardon- 
able. 

Socialism is a philosophy of history, of surplus value 
and class struggles, out of which a very definite program 
of political procedure is drawn. This program involves 
the organization of an independent political party of a 
"hitherto oppressed class'* which must first capture the 
powers of government before its proposed changes may be 
brought about. It, therefore, rejects public ownership unless 
and until its own political forces are in control. Anarchy 
is almost the exact opposite of socialism in that it wants 
no government interference of any kind. Communism is 

«7 Quoted from the Electrical World, November 20, 1920, pages 
1028, 1029. 
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Paril of the Power Trust 

Public Ownership and Popular Government, Labor and 

Cooperation Being Undermined by Titanic 

Monopoly in World-Wide Movement 

A Call to Arms 

By Oarl D. Thompson 

The supreme crisis of our generation is upon us. 

A nation-wide, in fact world-wide movement is under way and swiftly gath- 
ering force, the purpose of which is to completely monopolize the more essen- 
tial public utilities and natural resources of the nation and the world — a move- 
ment that imperils democracy and popular institutions. 

This movement has a two-fold purpose: First, to prevent any fur- 
ther extension of popular government and public ownership, and, second, to 
take away from us that which we have. 

It is a subtle, persistent, terrific drive. Its influences and forces are at 
work in every city, town and country crossroads in the nation — and in every 
nation on earth. And though outwardly they wear the apparel of kindliness 
and culture, they can upon occasion be as ruthless and relentless as ravenous 
wolves. 

It is not enough that they should control the transportation and communi- 
cation systems of the nation and the world, the industry, markets, banking and 
credits — they are working with feverish haste and appalling effectiveness to se- 
cure control of the natural resources, the public utilities and especially the 
power systems of the world. 

Already Far Advanced 

Already they have wrenched away from us many of the most important 
natural resources and water power sites of this continent. Of the 55 million 
horsepower of waterpower available and as yet unappropriated in the United 
States, 20,000,000 have already been applied for, mostly by the private power 
companies filing their applications with the Federal Water Power Commis- 
sion.^ Already the private power companies have by one means or another 
gotten away from us hundreds of municipally owned light and power plants. 
The publicity organizations of the power companies claim that 860 municipal 
light and power plants have either failed, been abandoned or have been sold or 
turned over to the private superpower companies The list is padded and in 
accurate and the situation greatly exaggerated. But at best it is certainly ser- 
ious.^ They are hot after Muscle Shoals and will probably gert it. They are 
planning the capture of the Gonowingo power project of the Susqnehana River 
in Maryland, greater still than Muscle Shoals. They covet and are plotting to 
capture the marvelous power resources of Niagara and the St. Lawrence, the 
Columbia and the Colorado. They already control the fuel. They boast of 

(1) "Superpower m an Aid to Social Progress,'* by Ouy E. Tripp, pp. 2 and 10. 

(2) "PoUtical (hRmership and the Electric Light and Power Industry.'* National Electric 
Light Association, 29 W. 89th St., New York City, N. Y.. 1926. 



superpower systems that already all but completely control tfae Northeast, the 
Southeast, and the Pacific states. 

Th^ have twice defeated the people in California in their effort to con- 
serve their great hydro-electric power resources through state ownership — and 
once the people of South Dakota and Washington. They have just succeeded 
in depriving the city of San Francisco of the advantages of its great Hetch 
Hetchy water and power project apon which the city has expended over 
$45,000,000 by arranging for sale of the power to the power trust. On July 
9, (1925) announcement was made of a giant merger in the state of Wisconsin, 
which wiped out the last remaining independent company ownership of any 
size, concentrating the control of the power of the state in the H. M. Byllesby 
Company. In Illinois the Insull interests boast loudly of the control of the 
electric power service in 700 communities, and on June 24, announced a 
$65,000,000 extension of their plants. And a press dispatch of July 25, states 
that the Middle West Utilities Company, through its own and subsidiary co- 
operating companies, now monopolize the utility service in 1,269 communities 
in 18 states. Nearly every one of over a hundred mid-west cities visited by 
the writer in the course of one lecture engagement last summer (1924) had 
had a long drawn out, bitter fight with some private power company that was 
trying to get control of its local power system. Some of the cities that owned 
their plants had surrendered and sold or given them up. There is a persistent 
and determined drive on the part of some power company or companies in every 
state in the Union to get the municipally owned plants away from the cities 
and into the grip of the |)ower trust. 

Keeping It Dark 

And yet, while all about us, and in nearly every newspaper and publica- 
tion that refers to the matter at all, the evidence of the existence, the purpose 
and aggression of the power trust multiplies there are those who deny it. The 
Electrical World recently declared that those who talk of a power trust talk 
nonsense, and refers to such talk as a bugaboo. Great daily papers like the 
Chicago Tribune and prominent men, even the present Secretary of Commerce, 
Herbert Hoover, are constantly denying the existence of a power trust or the 
possibility of such a trust. 

Thus the people are deceived and lulled into a sense of security which 
enables the power interests to perfect their plans more readily and execute 
them more completely and before the awakening comes. 

In view of these things it seems necessary to set forth in considerable 
detail the essential facts in regard to the existence of a power trust in this 
country. 

What €K»Tenior Pinchot Says 

Governor Gifford Pinchot and the state of Pennsylvania, have had for 
some years a Giant Power Board that has been making a careful and thor- 
ough-going study of the power situation in this country and especially in Penn- 
sylvania. Their findings were submitted to the state legislature of that state 
in February, this year, (1925) in a big 500 page printed report.* It is perhaps 
the most exhaustive study and report on the subject so far published. And 
the one outstanding feature of this report is its emphatic, almost astounding 
declarations of the existence, extent itnd the alarming menace of a gigantic 
pow^ trust that is swiftly fastening itself upon the people of this continent. 

* 4«a ».^-.. ..^^^ ^ «"»nt PowvrSvrrty. Board, Morris LleweUyn Cooke, Director, 



In bis letter of transtidttal of ^ report, €kyvenior Pinehot says: — 

''No one who stadias thr electrical developments already ac¥^^ 
and those planned for the imsadiate f atue can donht that a nnill^ ^l^ 
trical monopoly extending info every part of this Nation is inei^taUe in 
the very near f ntnre. The question before ns is not whether ««^® »^*" 
be such a monopoly. That we cannot prevent. The qnestior i» whether 
we shall reg^nlate it or whither it shall r^fulate ns." 

'* Nothing like this^gantic monopoly has ever appear^ i^ *^« history 
of the world. Nothinjr has ever been imagined before th^t /ven remotely 
approaches it in the tfioroughgoing, intimate, unceasinpco^trol ^it may ex- 
ercise over the daily life of every human being within^h' T ^^ ^^^' 
It is immeasurable the greatest industrial fact of c^ J^^J®' « ai»«on- 
trolled it will bir a plague without previous exa^P^' /^ effectively con- 
trolled in the public interest it can be made inc^P«**>^y ***« greatest ma- 
terial blessing in human history." 

''In the near future electric energy a^ its products will be as essen- 
tial, as ever present, and as4)ervasive j^ the air we breathe. The jmreg- 
ulated domination of such a necessity/^ life would give to the holders of 
it a degree of personal, economic, in^/Po^^t^ P^^ff o^«^ the average citi- 
zen which no free people could sy^^ ^^ survive. 

-No subject has come bef^ yf^' ^^^ ^" ""^7 ^"^«' that holds with- 
in it so vital and fai-reachf^ *» influence as this over the daily life of 
the present and future mf^ ^^"*«^' *°^ children of Pennsylvania, and of 
the whole United State/ ^^^ ^ood or evil, for economic freedom or in- 
dustrial bondage, thi^^^e is upon us. What it shall bring depends 
upon ourselves. 0^*™*^ ^® *"* '° the valley of decision. 

"As Penmr^^^'^ ^^^ ^^ Nation deal with electric power so shall 
we and onr ^^^^^^ ^ ^^^^ °^^ masters of onr own destinies and onr 
own souls. /^® ^^ ^ ^^ helpless servants of the most widespread, 
far-reach^ and penetrating monopoly ever known. Either we must 
contro^^^^ power, or its masters and owners will control ns.' ' 

Norris Shows United States Senate Proof of Gigantic 

Power Trast 

In the course of the debate on Muscle Shoals in the United States Senate, 
during January and February of this year, 1925, Senator George W. Norris of 
Nebraska, filled page after page of the Congressional Record and presented 
voluminous and indisputable evidence of the existence of a gigantic trust 
which, to use his own words, '^ controls from one end of the country to the 
other the generation and distribution of electricity by water power and by other 
means and the manufacture and sale of electrical appliances, running all the 
way from a little electric bulb in the house lamp to the gigantic generator that 
will handle without trembling, from 30,000 to 60,000 horsepower," • ♦ ♦ • • 
'*a gigantic trust that has fastened its fangs upon the people of the United 
States from the Atlantic to the Pacific and from the Great Lakes to the Gulf." 
• • • < ( J have been dumbfounded and amazed, and the country will be 
dumbfounded and amazed when it learns that practically everything in the 
electrical world, is conf3x>lled either directly or indirectly by some part of this 
gigantic trust."' 

(3) Congretsional Record, January 2, ie25» page 1101. 
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Power Tmst Goitrol Th^ngii Owneiship of Stock in 

Other (ompanies 
Senator Norris showed that there were two methods by which the Power 
^^^8t secured and maintained a monojoly of the electrical world. Tlie first 
^^\v the ownership of stock in other «impahies, the other by interlocking di- 
^■^tes* 

zj{*^king of the first method of contrd the Senator showed that the Gen- 
^ 1 ^^ Company was the head of the ^eat American power trust ; that 
-R^A ^ ^^" *^ *^® General Electric Company had formed the Electric 
isond and Siare Company to act as a holding Company for small light and 
power Comi^^gg throughout the country ; that this Electric Bond and Share 
Company has^^^^^,^ ^^^ supervised more than 100 companies with a total 

?*Jn^ AAA ^w li? approximately $650,000,000 an^ serving a population of 
7,^UU,U0U; that thu^jg^j^j^^ g^^^ ^^^ gj^^^^ Company controls by stock own- 
ership as Its inuneo^ subsidiaries 7 great public utiUty companies, naming 
them all, and that each^f these ''immediate subsidiariea" in turn owns the 
majority of the stock ^f i^^merable other subsidiary companies. The Senator 
then enumerated the sti^sio^ries of this subsidiary of a subsidiary of the Gen- 
wal Electric. And the h,t svers 152 companies in the United States, 7 in 
Panama, 3 in Guatamala an^ lit^ ^uba. The list covers electric, gas, coal, hot 
water halting, ice, railways, ^ean^^ting, telephones and water companies op- 
eratmg in Idaho Carolina, Ixhusii.^ Pennsylvania, Kansas, Minnesota, Ne- 
braska, Oregon, Washington, ArkansK Alabama, Tennessee and Colorado. 

And that company is only one of ^^ subsidiaries of a subsidiary of a 
subsidiary. If aU of them were traced ou u^^ ^^^^ ^^^^ ^ ^^^ that would 
cover not only the United States, but a fair ^^^^ ^^ ^^^ world."* 

Control by Interlocking ^^^ -^orates 
Senator Norris also pointed out that the ownei,,. ^^ g^^^^ ^^ ^ majority 
of the stock in subsidiary companies, and in subsidia^^g ^^ ^j^^g^ subsidiaries 
was not the only means by which the power trust held Cstroi of the electrical 
world. Another very effective and familiar form of conti) jg through inter- 
locking directorates. In this connection Senator Norris subiE^^^^ ^ Ijg^ ^^ 29 
companies controlled by the General Electric through interUn^-j^g director- 
ates, and later submitted and had printed in the record a map o^t^e United 
States, showing how these interlocking directorates of the C^eJ^era* -g^gg^j^^ 
operating through the Electric Bond and Share Company, controller, iij^i^t' 
power, water, gas, and railway companies all over the United States." 

Seizing the Nation's Power 

As further evidence of the existence of a gigantic power monopoly that is 
moving with all possible speed to capture every possible power resource of the 
eountiy, Senator Norris read into the Record a list of 49 applications that were 
pending at that date, January 2, 1925, before the Federal Water Power Com- 
mission, for power sites on the streams of the United States, filed by companies 
connected with or eontroUed by the General Electric Company, or its subsid- 
iary companies. These applications, if granted, will put into the control of the 
Power Tmst 4,255,040 horsepower of additional hydro-electric power. These 
mnmlications cover power sites in Kentucky, Oregon, Alabama, California, 

isoiui» Utahy Washington, Colorado, Missouri, Nevada, Minnesota, 
'wiftf TcnnesseCi Virginia and even in Alaska. 

•^vy S, IMS, pagei 1104-1107. 
MPj % 1925, i^get 1111-1114: and Febmur 9, 1925. vg9 



Testimony of the Lockwood Gommittee 

In further substantiation of his contention, Senator Norris read into the 
Record the findings of other individuals and organizations. On January 20thy 
he read the report of the Lockwood Committee on housing to the New York 
Legislature in the course of which they said : * * The General Electric Ck>mpany 
(which is the parent organization of the power trust) hab almost a complete 
monopoly of the manufacturing, selling and distributing to the consumer of 
all the electric lamps that are used in the United States, and it also does a 
substantial export business/' * * * ''It will be difficult to find in the archives 
of the courts a more scathing arraignment than that to which this corporation 
pleaded guilty in 1911.'' "* * * "The company now controls at least 96 per 
cent of the business of the country and is at the present time seeking to elim- 
inate the remaining 4 per cent."* 

Private Monopoly Openly Declared Purpose of Trust 

For the final proof of the existence of a private power monopoly and its 
purpose to secure as quickly as possible complete ownership and control of the 
power resources of the continent, including Canada as well as the United 
States, we turn to the literature of the power companies itself. Such publica- 
tions as the McGraw Hill Company, the Electrical World, the Electric Railway 
Journal, etc., are constantly publishing articles evidencing the purpose of the 
power companies to ultimately monopolize the power of the continent. And 
now we have a book on the subject of "Superpower as an Aid to Social Prog- 
ress," that is so clear and definite on this matter that no room is left for 
doubt. And as the book is written by Guy E. Tripp, who is Chairman of the 

Board of Directors of the Westinghouse Electric and Manufacturing Company, 
it may be accepted as very high authority and fairly representing the purpose 
and plans of the power companies.^ 

In this book Mr. Tripp takes great pains to make several things very clear 
and emphatic. First, that there must be as soon as possible a single, nation- 
wide, even international superpower system. (See pages 1, 2, 5, 7, 9-10, 58-59, 
60). Second, that this system must be privately owned. He devotes a whole 
chapter to this argument. (See pages 13-22). "If the nation is to have super- 
power systems," he declares, "they must be built by private capital and op- 
erated by private companies. Government ownership in any form would be 
fatal to their development and disastrous to the best interests of the public." 
(page 19). The 2,581 municipally owned light and power plants in the United 
States are obstacles in the way of this plan. (Page 19). They must, there- 
fore, be gotten out of the way and no new ones must be allowed to start. And 
states must not stand in the way of the free development of this system. (See 
pages 46-53). 

And, finally, Mr. Tripp tells us that "The complete and detailed plans 
for the final system," this ultimate monopolization of the power resources of 
the continent "have been prepared." (Page 10). The front page of the book 
contains a relief map of the United States completely en-meshed by the trans- 
mission lines of this gigantic super-power monopoly as these representatives of 
the power trust have conceived and plan to execute it. 

By Their Own Words and Deeds 

A recent issue of the Kentucky Utilities News, one of the many propa- 
ganda publications of the power interests, has this to say about the Dix River 

(6) Congressionftl Record, Jmnnmtj 20, 1925, page 2201. 

(T) "Superpower a« an Aid to ProfreM/* by Ouy E. Tripp, O. P. Patnam Sons, Now 
Tork, 1924. 
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In Great Britain this combination has prevented the government ownership 
of the railroads, plainly indicated at the close of the war, is defeating the ie- 
mand of the miners for the nationalization of the coal mines, and is working 
in many cities to overthrow the municipal ownership of *;he street railroads. 

And in all of these countries, here in the United States as well as abroad, 
this campaign against pnblie ownership goes hand in hand with a earefullj 
planned assault upon organized labor and the co-operative societies. 

Do you not see, therefore, that Privilege, being more than ever arrogant, 
confident and a^ressive, thinks that this is the time to make itself supreme 
and unassailable and that these are its methods to that endt 

Plainly, this is its strategy, and first of all it has planned this flanking 
movement directed against the Public Ownership of Public Utilities. 

If this succeeds, the enveloping movement, of course, followSy-^the unions 
are suppressed, co-operation is destroyed and the rest follows. 

How the Trust Fights 

In this struggle to protect and extend popular rights and institutions, the 
power trust has the advantage. It is thoroughly organized. It has a propa- 
ganda agency in nearly every state in the Union and nationally. Their pub- 
lished statements tell of an annual budget of $200,000. It is probably much 
greater. An official report of the City of Seattle is authority for the state- 
ment that **The private companies have organized lately with the intention of 
educating the country against municipal ownership and have -subscribed a fund 
of over a million dollars for that purpose. * ' (Annual Report Lighting Depart- 
ment, City of Seattle, 1924, page 7). How the Power Trust uses the press to 
deceive and mislead the people in these matters may be gathered from a state- 
ment by the City of Seattle, Lighting Department. **In the recent initiative 
campaign, ' ' the report says, * * for the power bill allowing a city to sell power 
outside its borders, seventy-two papers (in the state of Washington) received 
the company statements through one Seattle man acting as their agent* These 
papers were told to sign these ads or statements, not with the Power Company 
name, but as the ''Citizen's Committee*' of the local community. Probably a 
mil i ion dollars was spent in this one campaign alone in this one state in the 
spreading of false propaganda." (Annual Report, 1924, page 32.) In the 
campaign against the Public Power biU in California in 1922, conditions were 
even worse. It was proven that the power companies had paid sums ranging 
from a few dollars to as much as $10^000 ''employing" labor leaders, women's 
club workers and all sorts of civic and social workers to use their influence 
against the bill. Over $500,000 was spent in this campaign according to the 
admissions of the representatives of the companies at the hearings.^ 

Senator Hiram Johnson in an address at Sacramento, California, July 
16, 1925, delivered a strong warning r^arding this flood of propaganda which 
the power companies are now deluging the country through every available 
channel, especially the press and the mails. He said in this regard: 

* * We are in an erg of paid propaganda. 

So thoroughly is this mode of moulding and controlling public opinion 
organized that greit interests in New York City overnight can influence 
the timid and faslkion the opinions of the weak. 

(8) For details of this fampaign, see "How the Water and Power Act was Defeated/' by 
Rudolph Spreckels,4n Public Ownership," for August. 1924. Public Ownership League. 
127 North Dearboxfi Street, Chicago, Illinois. 



Not only is the organizatieii of this propaganda so thoroughly per- 
fected that it taps at command nearly every medium of pnblicityy bat it 
is so clever that those nnaccnstomed to it seldom suspect its source, bnt 
fondly imagine it is the spontaneous outburst of public opinion.'' 

Senator Johnson gave an instructive example of his own experiences as 
to propaganda through the mails, Having received in his senatorial capacity, 
from Los Angeles alone, during a single session at Washington, thousands of 
letters a week, many of which were signed by persons who knew nothing what- 
ever about the subject of the communications. 

The Power Trust controls or has at its command the greater part of the 
press, the platform and the radio. It counts as its friends and supporteis those 
high up in the administration of affairs at Washington, in all important depart- 
ments of the government, the majority of both houses of Congress, most of 
the state legislatures, the city officials and municipal councils. And with 
it all they have at their disposal untold millions of money. 

Thus we are confronted in this struggle with the most powerful, most 
thoroughly organized and best equipped monopoly that has ever been foimed. 

Wliat Labor Has at Stake 

If the Power Trust is allowed to complete its monopolization of electric 
power, it will constitute the most far reaching and absolute monopoly the 
worid has ever seen. For, through the control of power this monopoly will 
lusquire control of the whole industrial system. And this for the reason that in 
tne very near future every pid>lic utility, every railroad, mill, mine, farm 
and factory, as well as every home, will depend upon electrical power for its 
source of energy. A monopoly of electric power, therefore, will become a 
monopoly of all monopolies with control more absolute than ever before and 
concentrated in the hands of fewer persons than ever before. The private prof- 
it motive becomes supreme; wages, hours of work and conditions of labor be- 
come subordinated to private gain. Rates charged for service will be based 
on the principle of the greatest pos&ible profit which in turn will keep up the 
cost of living and rigidly restrict the output. This, in turn, will restrict in- 
dustrial development and social progress. This will restrict the employment of 
labor and hundreds of thousands will be thrown out of work. Organizations 
of labor will thus be weakened and conditions of labor depressed. 

What the Public Has at Stake 

Moreover, these conditions, will all effect adversely the general public, 
and labor will suffer its share of the burden of high rates and high cost of 
living with the resulting limitations of the necessities and comforts of life. 
If, on the other hand, the electrical industry can be kept a public function 
with service at cost and public service made ^e dominant motive, then rates 
can be kept down, every industry can freely asd fully expand, ever> public 
utility opente at full capacity, every individual and every home have the full 
use of jthis gnat agen^ of comfort and conveniens and an era of industrial 
and general pnogress and pioeperity otherwise impossible and heretofore ub- 
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establist the electrical industry and throngh it the whole industrial order 
upon the higher plane of social service, the greatest possible efficiency and 
utilizatioi ? 

First of all, it is necessary to get the facts and information to the general 
public. The great majority of the people are utterly unaware of the tremendous 
possibilities of electric power and the menace of a private monopoly in this 
field. They are also still less aware of the splendid and inspiring possibilities 
of public ownership in this field. Moreover, they are being constantly misled 
and deceived in these respects by the propaganda of the private power inter- 
ests. We must have a systematic, methodical and sustained educational cam- 
paign. We must get the facts to the people. 

Secondly, the popular forces of the country must be united and co-ordi- 
nated in order to present a solid front against the monopolization of the power 
resources of the continent. And in this case we have as never before a unify- 
ing cause. 

There are 2,581 cities in the United States and nearly 600 in Canada that 
own and operate their own power plants. There are no less than 7000 cities in 
the United States that own one or another of their important public utilities. 
These cities will all be deeply and immediately interested in preventing the 
Power Trust from monopolizing their municipal plants. They will also be in- 
terested in a public super-power system. There are already great publicly 
owned and operated super-power systems that are successful in every respect, 
and growing by leaps and bounds. The Ontario Hydro-Electric Power Com- 
mission, the Seattle-Tacoma public superpower system, and the Los Angeles 
municipal Water and Power Bureau and the Winnipeg Hydro System, are 
inspiring revelations of the possibilities of public ownership in this field.* 

There are also many less extensive but none the less successful plants 
such as Springfield, Illinois, and Cleveland, Ohio; and literally thousands of 
lesser examples of successful systems throughout the country. These all should 
be brought into the movement. 

The organized labor movement is already definitely committed to the bat- 
tle for public superpower by resolutions of the American Federation of Labor 
and various International Unions.' In the membership of the League are such 
important labor organizations as the Electrical Workers International Asso- 
ciation, through its President, James P. Noonan and other executive officers, 
the Executive Committee of the Machinists' International, through William 
H. Johnston, the Brotherhood of Enginemen and Firemen, through action of In- 
ternational President, D. B. Robertson and the last convention, the Window 
Workers International, and a considerable number of local, state and central 
bodies. Such noted leaders of labor as E. J. Manion of the Tel^raphers, L. 
E. Sheppard of the Conductors, E. H. Fitzgerald of the Railway Clerks, J. A. 
Franklin of the Boilermakers, Ship Builders and Helpers, Fred EL Fljosdal 
of the Maintenance of Way Employees and many others are on the list of 
Members and officials of the League. The late Warren S. Stone, and Glenn 
K Plumb were both active members of the League — bo also was that stauneh 
champion of labor and popular movements, United States Senator Robert M. 
La Follette. It only remains to arouse the unions and the general labor move- 

(*) |or foil psrticulAn on these fre»t publie power ■7it«mi, Addreet the Public Ownenkip 
l4i«^e, 127 North Dearborn Street, ChicAfo, IllinoU. 



ment to the fall signifieaiuse of the simggle and its meaning to hbor, and to 
get thttn actively and aggressively enlisted. 

The farmer is keenly interested in public i>ower. He has nore at stake, 
.more. to gain by public power than any elass of our people. Tte Faxmera' 
nat i o n al €oimcil has long ago declared emphatically for pabJi# superpower 
and haa been battling for the cause for years. The NatiomZ Grange and 
. many of the state granges have taken favorable action. Other farm oiganiza- 
tiona can be easily enlisted. Thus, for the first time, we have a specific meas- 
ure of such- wide and far-reaching im])ort and such general benefit that wage 
worker and farmer, as well as municipality and state have a general and com- 
mon intenst* 

And, finally, every woman in America that Uves her home or cares for the 
home life of our people and wants to see it more attractive, more com- 
foitaUeand more efficient, will be interested in public power. Already the 
National Convention of the League of Women Voters has taken action favoiv 
able to a public power system. Ever other popular woman's movement in the 
country can readily be enlisted. 

' The. popular forces whose natural instincts and interests lie in the direc- 
tion of a great public power system as over against a private power monopoly, 
are an overwhelming majority. But they mmt be aroused, enlisted in the 
•cause, imited in their efforts co-ordinated in the work. 

^A' third essential to the successful meetings of this crisis is a concrete, 
•eonatmotive program for which all interested and enlisted forces may work. 
Sueha program, covering both the local fields with reference to municipal 
power plants, whether of a great metropolitan city or a little country village, 
and also with reference to a national program covering such gigantic power 
projects as Muscle Shoals, the Boulder Canyon Project of the Colorado, the 
tremendous possibilities of the Columbia basin, the Niagara or che St. Law- 
rence, and, finally, a general nation-wide, public, superpower systems-has all 
been worked out in tentative form and complete detail by the Public Ovmership 
. League. Measures covering the national situation were drawn and introduced 
in Congress in 1924, and will be re-introduced until passed. Meanwhile, local 
municipal light and power plants are growing in number, extent and success 
every year. 

.We have the program. It only remains for us to organise the forces to 
put it through. 

The Public Ownership League of America 

The Public Ownership League of America, organized first in 1916, has 
been established for the particular purpose of doing these very things — of 
* carrying on this especial work and accomplishing these particular objects. 

It has the facts and information, gathered and published in leaflet, 
.bulletin and book form, covering this whole field completely. Moreover it 
;<pi]blishes a monthly magazine devoted to this movement in its various phaafB,^ 
fit has united in its membership and service representatives of nearly #ve^ 
.popular movement in the country and ia adding others every day. Its purpose 

(to) A b09kl^siviaf *M(Brti^far- ti-» -* «- »-- -•• imbilfl^oB and, maple «»P*^ •'^^ 
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and constant effort is to unite and co-ordinate them all and offers a means 
and a medium through which all of them can work. And, finally, it has th« 
program. Subject to any modification that may seem necessary or advisable, 
it has drawn, and through United States Senator George W. Norris and Con- 
gressman Oscar E. Keller, has introduced and has pending in Congress a 
measure providing for a general nation-wide public superpower system. Lo- 
cally in scores of municipalities it has already conducted and assisted in cam- 
paigns that have prevented the sale of municipal light and power plants and 
helped in securing the establishment of municipal plants. It has co-operated 
in the fight to save Muscle Shoals, to establish a government owned power 
system at Boulder Canyon and throughout the nation and in Canada has taken 
active part in the holding and developing of public power projects. 

If this great crisis that now confronts the people of this continent and 
the world, can be successfully met, it will be in some such way as this and 
through some such means as this. 

A booklet giving descriptive list of the League's publication and sample 
copies of the magazine may be secured free upon application to Public Owner- 
ship League, 127 N. Dearborn Street, Chicago. 

The American people, we firmly belive, will never consent to the monop- 
olization of the natural resources and power upon which their whole industrial, 
agricultural, domestic and municipal life depends. We of the Public Owner- 
ship League do not propose to stand idly by and permit this disaster to oc- 
cur. We shall work with all our might for the public ownership of the power 
system of the nation. We call upon every loyal American citizen to join us 
in this great work. 

ARE YOU READY TO SURRENDER? 

If not, join hands with us. We are making a fight against this gigantic 
power. Great as it is, it is not yet sovereign in this world. It can be beaten 
and will be, if the progressive and forward looking elements will but unite for 
this battle. Come with us. Give us your help. No combination in this world 
can stand against the plain people if the plain people will stand together. 
JOIN— 

THE PUBLIC OWNERSHIP LEAGUE OP AMERICA, 

127 North Dearborn Street, 
Chicago, Illinois. 

(For Free Booklet, Sample Copies, Application Blanks, etc., address the 
League as above). 
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"Public Superpower'^ 



The Only Way to Meet the Peril of the 

Porter Trust 



Send for our Bulletin No. 31, on Public 
Superpower. It tells all about the amazing 
achievements, the low rates, the wonderful ser- 
vice of the Ontario, Seattle, Los Angeles and 
other public power systems and the tremen- 
dous possibilities of such a system throughout 
the country; and what to do to get it. It is an 
eye opener, a revelation, an inspiration. Send 
for it at once. Price, $1.00, or better secured 
through membership in the League. Address: 



The Public Ownership League of 

America 



127 N. Dearborn St., Chicago. 
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PUBLIC SUPERPOWER 



An Address Delivered at the Annual Convention of the 

Pennsylvania State Federation of Labor at 

Harrisburg, May 13, 1925 

by 
CARL D. THOMPSON 

Secretary Public Ownership League of America 

We are in the beginnings of the greatest industrial revolution the 
world has ever seen. 

A few generations ago the invention of the steam engine brought 
on what is known in economic history as the industrial revolution. 
But a far greater power than steam is here today — electricity. Par 
more completely than steam ever did, electric power is revolutionizing 
the industrial life of mankind and recasting the social order, lliis 
new power is capable of performing miracles beyond the wildest 
dreams of the power prophets of the age of steam. It will lift and 
carry the burdens of man, create new industries, transform the old. 
It will multiply the comforts and conveniences of life, expand the 
sphere of human experience, enlarge the common life and lift man- 
kind to a plane of civilization hitherto impossible. It has been well 
said that we are just now in the storm center of an energy movement 
destined to remake civilization; the dynasty of the dynamo is here. 

I. 
ELECTRIC POWER REMAKING THE WORLD 

Electric power is remaking the world. In every phase of our 
common life its revolutionizing and uplifting force is being felt. 

**1. Electricity in the Home — ^The efS!cient home of today is the 
electric home, the home in which electric power is available! not only 
for lighting but for cooking, cleaning, washing, ironing, chopping and 
grinding; for the electric fan and refrigerator^ the warming pad and 
heater and a great number of other domestic uses that add comfort, 
convenience, sanitation and cheer to the home and at the same time 
lift an enormous burden from the backs of those who do the house- 
work. 

''But obviously the extensive use of electric power depends upon 
a low rate. The well-to-do will use electric current because of its 
many advantages for all possible uses no matter what the cost, but 
the general population^ being* compelled to economize will not be able 
to use it so long as other means are cheaper. Universal use of elec- 
tric service in the homes therefore depends upon low rates. 

**2, Electric Power in Industry — ^Electricity is also revolutionizing 
our industrial life. Fifty-five per cent, of the industrial plants of 
Chicago are operated by electric power; sixty per cent, in Indiana; 
eighty-five per cent, in Ontario. Moreover electric power is making 

1 



possible and creating new industries that never before existed. One 
electrical society lists 200 new processes that have been developed 
since the use of electricity in industry began. 

'Electric iK>wer makes possible great industrial expansion and 
development. Los Angeles for example, has been developing most 
rapidly in recent years due largely to its low water and power rates 
which attracted industries there which would otherwise have gone to 
other coast cities. But perhaps the most significant example is that 
of IJie Ontario cities as compared with those of New York. For years 
industries have been moving out of the adjoining states and over 
into Ontario at the rate of one every two weeks on account of the 
lower power rates in Ontario. 

^In the hearings before the United States Senate Committee on 
the Fordney-McCumber Tariff bill there is a memorial presented by 
the Chamber of Commerce of Niagara Falls, New York. This me- 
morial recites that the Ontario manufacturers are enjoying a power 
rate only one-half that charged by American companies on the New 
York side. Therefore it prays that the tariff rates be raised to protect 
them from the competition of the Ontario manufacturers. Tliese 
Ontario manufacturers, the New Yorkers complain, can buy iK>wer 
at 112.00 a horsepower, while the New York manfacturers must pay 
$24.00. 

''It will be seen, therefore, that the future industrial development 
of the nation and the degree to which it may be carried out depends 
more than anything else upon electric power at the lowest possible 
cost. Moreover it is interesting to note that with the coming of elec- 
tric power the baneful tendency to concentrate populations into great 
industrial centers may be arrested and popuLation more generally 
diffused. Transmission lines can now carry electric power to the 
people— the people are not compelled to move to the i>ower. i Thus 
besides relieving the cities of much of their death dealing smoke, gsa, 
dirt,! soot and cinders, electric power makes it possible to diffuse our 
population and thus create better, more wholesome and healthy living 
conditions for the people. 

"3. Transportation — Electric power is revolutionizing transporta- 
tion. The day of the steam locomotive is passing. The electric loco- 
motive is much more efficient — carries a greater load, at greater speed 
for longer distances, up steeper grades, at less cost and less wear and 
tear than the steam locomotive. Moreover it has other and almost 
astonishing mechanical advantages. For example an electric locomo- 
tive uses current in climbing a grade; but when it is over the peak 
the motors are reversed, become generators which driven by the 
weight of the train running down grade create current and put it back 
on the wires. Thus from twenty to twenty-five per cent of the cur- 
rent used by the electric locomotive is often recovered. 

"The electric locomotive carries no coal. Over 160,000,000 tons of 
coal that must now be shipped over the railroads to supply the steam 
locomotives would not need to be shipped if the roads were electrified. 
All that carrying capacity would be released for other purposes. The 
electric locomotive carries no water and so is relieved of another 
burden. 

"Moreover cleanliness and comfort is gained not only by those 
who travel but by those residing along railroads and especially 
at the terminals. With electric power railroad terminals may be 
operated without discomfort or disadvantage to the people and the 
businesses nearby in the very heart of the cities. No soot, no smoke, 
no cinders, no gas and much less noise. 

1— See "Giant Power Survey" pages 75-78. See also "Giant Power", March 1925, 
issue of the Annals of the Am. Acad, of Pol. and Sol. Science, 39th St. and 
Woodland Ave., Philadelphia, 1925. 



"Under these conditions it is only a matter of time until every 
railroad in the country will be electrified. Over 5,000 miles are already 
electrified. The rest will follow rapidly. 

"4. Communication — ^Electricity has given us the telegraph, the 
telephone and the radio. What further developments may come in the 
field of communication one cannot say. But if we are to keep these 
vitally essential agencies open to the people and secure the widest 
possible use of them all it is clear that electric power must be kept 
abundant and CHEAP. 

5. The Municipality — Nothing is so important to a city as an 
abundant supply of electric power at low rates. The streets, parks 
and public buildings must be lighted — and the well-lighted city takes 
the lead. The great majority of our cities— over 4,000 in the United 
States — own their water works systems. These require power. There 
are 2,581 cities of the United States and 400 in Canada that own and 
operate electric light and power plants. An ABUNDANT SUPPLY 
OF ELECTRIC CURRENT AT LOW COST is vitally important to 
every such city. 

''There are 25 cities in the United States and 15 in Canada that 
own and operate street car lines. They must have power. And 
whether the pubilc utilities of a city are publicly or privately owned, 
low-cost electric power is absolutely essential and will be a determin- 
ing factor not only in the efficiency of the service but especially in 
the cost. 

''But most important of all for the city is the need of an abund- 
ance of cheap electric power for its industries. Any city tiliat will 
possess itself of an abundant supply of electric power which it can 
offer at low cost will be able the]:eby tp attract industries, to develop 
those it already has and to create new ones. In other words low-cost 
electric power is the shortest and surest road to industrial, commer- 
cial and general progress and prosperity. 

"And finally every city must have an abundance of low-cost 
electric current in order to properly supply the homes of its people 
with the necessities, the comforts ^nd conveniences of electric service. 

"6. Electricity for the Farm — ^Electric power is revolutionizing 
agriculture. The farmers find it difiScult to keep their sons and 
daughters on the farm. Better lighted homes, the telephone and ^e 
radio and other modern electrical equipment that is making the home 
life on the farm more attractive and its labor less burdensome is help- 
ing in that respect. The farmer complains that the high cost of 
farm implements, fertilizer, and other necessities with the low re- 
turns for farm produce is making his problems increasingly diffi^cult. 
Here again electric power comes as a life saver, providing, of course, 
that the costs are kept down. 

"For 60 cents a day a farmer in Ontario can hire sufficient cur- 
rent to operate a 10 horsepower motor which is equivalent to two two- 
horse teams and 10 men. And these farmers are pumping water, 
grinding corn, chopping feed, filling silos, sawing wood, threshing, 
and milking cows with electric power. Electric power is opening a 
new era in farming in Ontario. But that is because the rates are 
astonishingly low. Elsewhere the rates are so high as to be practi- 
cally prohibitive and in some cases the electric companies do not 
seem to want to give service at all in the country. It does not pay 
as well as the city service. 

"In Wisconsin we have found farmers paying as high as $400 
to get the equipment for electric service and then being charged 16 
cents a kilowatt hour for the current. In the state of Washington 
last summer I found farmers paying from $47.00 to as high as $84.00 
per horsepower per year for electric service. And it was breaking 
their backs — and their hearts, too. In Ontario the rates are as low 



ae $24 or lew than half as much. And. what is more, the Hydro 
ElMtric Power CommissioD advances one-half of the cost of installa- 
tion. 

"And here is a chance for the prosressive cit>' to cooperate with 
and help the farmer. Granite Falls, Minnesota, owns and opmites an 
electric lii^ht and power plant. The farmers ont from the city were 
anxious to get current but felt that the company charges for installa- 
tion and 13 ctmts a kilowatt for current wert* too higrh. They organ- 
ised a cooperative power company and built their own transmission 
lines. They bought current odt the cit>' plant at 3 cents a kilowatt 
hour. It cost one cent a kilowatt hour to transmit so they got it 
delivered on the fanns at 4 cents a kilowatt hour. 

^Cheap electric power has another especially vital relation to gen- 
eral agriculture that is important to note. It is now possible to produce 
nitrates for fertijiaers by electrical processes. That may mean the 
remaking of agriculture if the cost of power can be kept down. 

"Constant re-cropping of the soil is steadily depleting it. This 
has gone on to such an extent, especially in the older sections of the 
country, that the soil fertility has fallen belo\i' the point at which it 
pays to farm it in many sections. This condition is certain to grow 
worse as time goes on. Hence the absolute and increasing need of 
more and cheaper fertilizer. Low cost electric power nuikes this 
possible. And this is the significance of the struggle over Muscle 
Shoals. And tliis is the reason that the farmers ol' America must 
henceforth be more deeply than ever concerned to see that electric 
power is properly controlled and thi* prices kept down. - 

"In the home, in the mill. mint> and factor:^', on the railroads, in 
communication, in the municipality, in agriculture, everywhere elec- 
tricity is working a veritable revolution in modem life. Vast changes 
have already been brought about but we are only in the beginnings — 
we have only touched the hem of the garment. Still greater changes 
await us.'' 

n. 

THE CUMIN U Ol' SUPERPOWER 

"Back of thib industriul ri'voliition which we see working out 
before our eyeb today, are certuin liigiral. inevitable forces that are 
working steadily towards u gtvul, uniliod. co-ordinated superpower 
system. 

"The rapid develupmeut of Ioiik distoince transmission enables 
OS now to carry electric current 41K» miles and more. This, in turn 
has made possible intercuniiection of plants and communities. In 
this way superpower systenih devchip and expand until 20 or 100 or 
even nuiny hundreds of cities and conini unities ore inter-connected 
and cooperating in the production and distribution of electric power. 
Small communities as well as iart^i* an* ilius enabled to secure the 
advantages of large scale production at lower unit cost. Water power 
systems are being developed and these interconnected and co-ordi- 
nated with fuel driven plants. Power plants an- btung located to 
better advantage with reference to the fuel and the by-products of 
the coal are being recovered. ^ 

"All of these advantages and economies have made inevitable 
the gradual development, interconnection and co-ordination of power 
plants into an ever increasing superpower organization." 

2 'K*!!' fiilJ diwtihrtioij of litiK vi\ul]y iiuporutui uuiit^T se*- "Xitriiti'". by ilra.v 
SilviT. SlaU'Uwtiit ill Jlfariii>(r b«'l'orc <:oHiiiiiil»-f of Ajrri'.-ulturf. Hoiist- of 
JtfprcbitiiUii.wi-ht, tiiib <:oiiKr«-bh, F<»b. 10 and 20, lUliS, Govern men t iTlntinc 
Othici', WuHbiiitftou, JJ. C. 

:i- -(iiaut fowitr ISurvey, pageM W If., 372 ff. 



in. 

THE MENACE OF PRIVATE MONOPOLY 

"All these things we see. But there are other things we do not 
see. There are forces working behind the scenes in this gigantic 
drama which are not so clearly seen, and are little known or under- 
stood. They are the private interests which are working swiftly and 
aggressively to secure the ownership and control of the whole power 
system of the nation. 

"The organization, unification and interconnection of a vast and 
far-reaching power systemi in the electrical field is inevitable for the 
reasons which we have pointed out. Whether we like it or want it 
or not a giant, superpower system is inevitable. The advantages of 
such a system are so great and compelling that economic necessity 
is drawing the state and the nation into it very rapidly. 

"Shall it be a private monopoly, or a public monopoly? Shall it 
be our master or our slave ? That is the issue that confronts us now. 
And it is the most serious issue before our people, the State, the 
nation, and modem civilization. ^ 

"Thus far the private monopoly has the advantag:e. The priV)ate 
interests have been quick to see the tremendous possibilities of elec- 
tric superpower and swift to seize upon every possible point of ad- 
vantage. Long before the general public awoke to the possibilities 
the private companies were rushing their plans for the capture and 
control of the field. And their plans for a private monopoly of the 
power of this continent are well under way. 5 

"The mightiest monopoly the world has ever seen is upon us. 
At no distant day, if this monopolization is allowed to go on to its 
completion, it will be possible for one person, with his hand upon the 
switch of a great superpower system, to darken every home and city 
street, to stop every street car line and transcontinental railroad 
train, to silence every mill, mine, and factory, to seriously int^ere 
with agriculture — in short, to paralyze the common life of the com- 
munity. No power like this has ever before existed in human his- 
tory. No king, no kaiser, no potentate of the past, and no combina- 
tion of power in modern times had ever had such power over the life 
and death of the people or the destinies of mankind as they will have 
who finally succeed in monopolizing the electric superpower of the 
continent." (For full data see "The Peril of the Power Trust" Bulletin 
No. 32, Public Ownership League, 127 N. Dearborn St., Chicago, 111.) 

IV. 
PUBLIC OWNERSHIP THE SUPREME ISSUE 

"In view of these facts, the question of the ownership and control 
of the superpower system of the continent becomes at once the most 

4 — Governor GifTord Pinchot, of Pennsylvania, in the Message of Transmittal 
of The Report of his Giant Power Survey Board, made public in February 
of this year (1925), puts this in a most graffic way. He says in part* 
"Nothing- like this gigantic monopoly has ever appeared in the history of 
the world. Nothing has ever been imagined before that even remotely 
approaches it in the thoroughgoing, intimate, unceasing control it may 
exercise over the daily life of every human being within the web of its 
wires. It is immeasurably the greatest industrial fact of our time. If 
uncontrolled, it will be a plague without previous examjple. If effectively 
controlled in the public interest, it can be made incomparably the greatest 
material blessing in human history." — "Giant Power Survey". Harrisbunr 
Pa., 1925, pp. X— XIII. 

5— Senator George W. Norris presented, in the United States Senate, during the 
course of the debate on Muscle Shoals, in December, last, an astonishing 
amount of evidence of the existence of a great power trust in the country 
and submitted the facts showing the interlocking directorates of all the 
great power interests of the country. "Congressional Record, Friday, Jan- 
uary 2, 1925, 68th Congress, second session, pp. 1101-1107. Also Feb. 9, 1925, 
pp. 3382, giving map of interlocking directorates of power companies. 



if street cars are used, the power should be supplied by the same co- 
ordinated power system. In other words, the best service and greats 
est economy in the operation of the public utilities of a city can be 
secured by the unification and co-ordination of all of them, with the 
central power system. But no city can safely turn aver to a private 
monopoly all of its public utilities for private exploitation. 

'In the national^ field, the development of great waterways and 
water power systems three, and sometimes four, great public func- 
tions are involved. Dams are built to secure flood control The same 
development makes possible great irrigation projects. They also 
serve to make the river navigable. And, Anally, the same project 
will develop electric power, llius four great public functions should 
be co-ordinated in the development of our waterways — (1) flood con- 
trol, (2) irrigation, (3) navigation and (4) hydro-electric power. No 
private corporation can be trusted to undertake the development of 
the great waterways of the nation, with all these public functions 
properly provided for. Moreover, the expenditures required are so 
vast that private enterprise is unequal to the task. In this field, at 
least, the necessity of public ownership should be obvious to all. 

"Service at Cost — In order that electric service may have the 
widest possible use and industrial, domestic and agricultural develop- 
ment, the greatest possible expansion and progress, it is necessary 
to reduce the rates charged for the current to the lowest possible 
point. To accomplish this, the power system should be operated on 
the basis of service at cost. 

''But no private company can operate on that basis. It must 
charge rates sufiik;ient to cover all costs and in addition to yield a 
'reasonable return' on the capital invested, to say nothing of paying 
dividends on watered stock. Public ownership alone can elmiinate 
first the profit and finally the capital charges and dividends on ficti- 
tious stock, and thus give service at actual cost. 

"Reduce the Cost — Moreover public ownership in the power field 
is the only way to reduce the cost to the lowest possible point. In 
the first place, it has been shown by the United States Census that it 
requires nearly twice as much capital to develop a power plant by 
private corporations as it does by municipalities. The United States 
Census on Central Electric Stations for 1917 gives $180 as the aver- 
age value per kilowatt of generating capacity for the municipally 
owned plants in the United States as compared to $339 for the private 
plants. 

"Again, the State can secure the necessary capital^ for the devel- 
opment of such a superpower system at a much lower rate than pri- 
vate individuals or corporations. The public utility commissions are 
now quite generally allowing the companies to charge rates high 
enough to net them 8% on their capital investment. The State can 
sell its bonds at 4^ to 5 per cent, at most, a saving of 3 to 3^ per 
cent. 6 

"But by far the greatest saving would be effected by public 
ownership through the amortization of the capital account. Secre- 
tary of Commerce Herbert Hoover in a recent address ^ made the 
statement that the electrical industries of this country will require 
between thirty and thirty-five billions of dollars for development with- 
in the next twenty years. This it will be noted is nearly twice as 
much capital as is at present invested, or claimed to be invested, in 
the railroads of the United States. 

"With this as a measure of the magnitude of the electrical devel- 
opment that may be reasonably expected within the next two decades, 

6 — See "A Superpower System for the Region Between Boston and Washing- 
ton", pp. 12 and 20. 

7 — iRadio address by Herbert Hoover, Secretary of Commerce, to the convention 
of the National Electric Ldght Association at Atlantic City, May 21, 102^. 



the cost of ppodnrmg tiie enxrent and rendering the service would 
be $2jBOOJOMfiOO leu each and every year on account of the elimina- 
tion of the ciyntal diarges alone than it would be under private own- 
cnliqiL And rates could be reduced accordingly. 

^o put it in anotiier way, the elimination of the capital charges, 
wiiidi are possible under public ownership, will reduce the cost of 
the aenriee to about one-fifUi what it is at present. At any rate Guy 
EL Tripp, Chainaan of the Board of Directors of the Westin^ouse 
Electrie and Manufacturing Company, is authority for the statement 
tlmt 'fixed ciiargcs form as high as 80 per cent, of the cost of pro- 
du c ing power fay means of water power, and they are also an im- 
portant element in tiie cost of steam power*. & A similar estimate has 
been made hj Gano Dunn, who has shown that the fixed charges on 
hydro-eleetzie devidopment amounts to 77.4 per cent, of the whole. ^ 
Great stress is laid upon the importance d amortizing the capital 
aocoont by Mr. Ctey Sihrer, rejiresenting the American Farm Bureau 
Federation, in his paper on ^Nitrate,' presented to the Committee on 
Agrieoitare of tiie House of Representatives in February, 1923, al- 
thoogh of coone Mr. Silver urges the matter entirely apart from any 
conaidpration of public ownership. 

'Hf tiiese statements are true, as they doubtless are, the public 
ownership of a State-wide and ultimately a nation-wide public super- 
power sjiaUg n would result in revolutionary reductions in rates. Elec- 
tric c urrent tiiat today costs nine, ten and twelve cents a kilowatt 
hour, would then cost around one, two and three cents; service that 
now costs $2.50 per month, would then cost fifty cents; power that 
now costs 115.00 per horsepower, would then cost $3.00. That some 
such rates as ^ese are possible under public superpower is proven 
by the fact that in Ontario where we have such a system, organized 
and conducted upon Uie ^isry principles here set forth, the rates are 
already reduced to these points in some cases and are going down 
everywhere, lo 

^Democratic Control — Public ownership of power is essential in 
order to secure some degn?e of domocratic control of the industrial 
life of the nation. In the oloctrical ag« which wo are just entering, 
control of power will carry with it the control of practically every 
phase of the common life. Industry and trnnyportation, mining, man- 
ufactures and agriculture, tho municipality and state as well as the 
home life of the people, all will bo abnoluttply dependent upon electric 
power.** If, therefort\ labor iw to hnvo wny ival vv>ioo in the manage- 
ment of industry, in dotorniinintf wttjroK*. tho couditiv>ns of employ- 
ment or the cost of living; If tho pt^ttp!«^ »ro to oxorcise any real 
control over the industrion i\\\\\ utlliti«»« iip»>n which thoir lives depend, 
the superpower avatom niunt hp puhUoly ownrd. There can be no 
democratic control of iiuluHtry whor«i tlip pow«sv upon which it de- 
pends is subject to privMt«) monopoly. 

V. 
SUCCESSFUL rUtVJKtvrS munU'AMT rt>SSUUUTlES 

OF rnuMt^ rowiou 

"Here are some of tht* Muooviaafnl puMit^ly owiu^\l powK^r pn>jects 
that forecast the tremt>ndouii ponnlhlhtl^ta of p\ihlio Q\uHMpower: 

"The City of Olevt^Und t^wna t\\\\\ op0u«(«>q n otuoicip^U U^ht and 
power plant. Electric curr«)ht omm U%i \*\s\s^\u\'>\^y\ th^iv m :^ o\>nts a 

S- "Superpower auk au AUI lu l*r»»»u»s»", l«v Muv li» Vs\\^v u V rumnxi s S^^ns. 

New York. IU24. 
JK Truusiii'tious Aiuerh'uu ImhiHmIo wf l-.'l» ♦«»»». » I «•.'»»«»»»-♦ »o \ ..i o y »\s\ 

QuoUhI by 4.Jruy Silver lu luwtiiMii^ i«i.|vim. ii«t< »vin»»»»»nv» .•!» Vi«. •.•i'.'.curt\ 

House of UeplVMeutullveH, tlnU i\«i«i»n."M |'».i«m«hv» lo m.i ^» i.''>. on 

•Mtrute", pp. aU-JW- 
li> i>vtulU of the ttiUttKlUg iVHUllH up MHm tMltMUt* Mi>Ut> |.'l.-. it(. t\^\\ . >. 8v$- 

U'lu IUU.V be kiecuruil ot lUe PuhlU' ihuuu*«lU|< I ftBt«v «>^: Ni>Mt« iv.^-.x'oru 

Street. CUiiuMKO, UUuuIm. 



kilowatt hour maximum or retail. Elsewhere it costs 9 cents or three 
times as much. In other words an ordinary household using 30 kilo- 
watt hours of electricity in a month would pay 90 cents in Cleveland. 
In Chicago the same service costs $2.40. In Wisconsin cities it would 
cost $2.13 on the average; in Massachusetts cities $2.79 and in ^e 
smaller cities of Illinois $3.60. 

"In Springfield, Illinois there is a municipally owned light and 
power plant. Its maximum rate is 6 cents per kilowatt hour which is 
just about one-half the average rates charged by private companies 
in 150 other Illinois cities according to the testimony of Samuel InsuD 
head of the private companies' organization, li But the most signifi- 
cant fact about the Springfield municipal plant is the rate of 1^ cents 
a kilowatt hour which it makes for cooking. This results in an aver- 
age cost of $2.25 per month per family which is about 20 per cent, 
cheaper than gas. 

''And here is still another suggestion: In the City of Tacoma, 
Washington the municipally owned electric light and power plant has 
a rate of % of one cent per kilowatt hour for cooking and heating. 
This rate is so low that electricity is quite generally used for heating 
as well as lighting, cooking and other domestic purposes. And, as 
the climate' is mild, they are now building houses in Tacoma without 
any chimneys at all. In those homes no coal goes in, no ashes come 
out — ^no smoke, no soot, no cinders, no gas. 

''But the most significant and outstanding example of success- 
ful public superpower of all is in Ontario. There we have a publicly 
owned hydro-electric and superpower system in which over 386 cities 
and 131 rural communities are interconnected and cooperating to- 
gether. The results are amazing. The service is the best and the 
rates the lowest of any on the continent if not in the world. The 
average net (retail) rate for the entire system is not far from 8 cents 
a kilowatt hour. In the ten cities of Brantford, G«lt, Guelph, Hamil- 
ton, Kitchener, London, Ottawa, St. Catherines, St. Thomas and 
Strattford the average rate is less than 2 (1.9) cents a kilowatt hour. 

"Less than 2 cents under public superpower in Ontario— ^.82 
cents or over four times as much on the average in Massachusetts 
cities and 7.11 cents or over three times as much in Wisconsin cities. ^ 

"The significance of these astonishingly low rates in Ontario may 
be shown by comparing the bills paid for the service. Here, for ex- 
ample is a bill for electricity in Chicago. It is for 30 kilowatt hours 
for the month ending March 27, 1925 and amounts to $2.09. The 
same amount of current in Toronto would cost 63 cents. 

"Here is a bill for 70 kilowatt hours paid by a cafe in Canton, 
S. D. in May, 1924 amounting to $10.30. A similar bill for 70 kilo- 
watt hours paid by a Dr. Wing, in Guelph, Ontario, in December, 1923, 
was $1.78. 

"A hotel in Eldora, Iowa, used 313 kilowatt hours in April, 1924 
for which it paid $34.92. About the same time Mr. J. Simpson a 
business man in Windsor, Ontario, 200 miles from the source of the 
power used 385 kilowatt hours in a month, being 72 kilowatt hours 
more than the Eldora hotel used, yet it cost him only $6.96 as over 
against $34.92 Eldora bill. 

"Judson King has published fac-similies of two electric power 
bills, one rendered by the Ontario system to a customer at Niagara 
Falls, the other by the private power company in Washington, D. C, 
both for 334 kilowatt hours in a certain month. The Ontario bill 
is $3.55; the Washington bill is $23.18. 

"We have collected similar bills from a great many cities, towns 
and villages in different parts of the United States and Canada and 

11 — In hearings before the Illinois Commerce Comjnissian. 
12 — "Giant Power" Report of Giant Power Survey Board Appendix C. paflre 
319, Harrisburg, Pa., 1925. 



VI. 

THE PROGRAM— WHAT TO DO 



"1 



In order that the development of the public superpower system 
as outlined above shall procede the following definite and concrete 
measures are being advanced: 

"1. The Norris Bill — ^This measure was introduced in the United 
States Congress by Senator George W. Norris of Nebraska and after- 
wards became the committee bill of the Committee on Agriculture of 
which Senator Norris was Chairman. It provides for the retention 
of the great hydro-electric and steam power plants built by the United 
States Government at Muscle Shoals and for their operation by the 
Government with service at cost to the municipalities, states, individ- 
uals and corporations of that section) of the country upon the princi- 
ples of public ownership outlined above. Muscle Shoals should not 
be sold, nor leased nor given away, nor by any means be allowed to 
pass into the ownership or control of any private individual or cor- 
poration; but shouldl be held by the Government, owned and operated 
with service at cost and thus made the first great unit in the public 
superpower system of the nation. 

'*2, Twelve Hydro-Electric Plants Owned by the Government on 
Reclamation Projects — The United States Government owns and 
operates twelve hydro-electric plants besides the Muscle Shoals devel- 
opment. These are in connection with the government reclamation 
projcts in the western states. Some of these projects are making 
wonderful records serving cities, towns, villages and farming com- 
munities at rates almost as low as those of the Ontario system. ^^ 
These should be retained by the government and made additional units 
in the public superpower system. Moreover, the government should 
develop, expand and enlarge these plants. On or adjacent to these 
projects, we are told, 20 there are over 1,500,000 horse-power of hydro- 
electric energy that may be developed. 

"There are also the water courses of the nation — ^rivers like the 
Columbia with its 21,000,000 horsepower of potential energy; ihe Col- 
orado with its 6,000,000 horsepower; 21 cataracts of Niagara, the 
rapids of the St. Lawrence and innumerable lesser sources of power 
— all of which should be developed as the system progresses and made 
units in the public power system. 

"3. Two Thousand Five Hundred Municipal Power Plants — ^Mean- 
while, there are now 2,581 municipally owned and operated light and 
power plants in the United States. Some of these municipally owned 
plants are already expanding into superpower systems. Seattle, for 
example, is now completing a great hydro-electric power development 
more than 200 miles distant from the city in the Skagit River district. 
This system it is interconnecting with its steam power plants and 
these in turn are all interconnected with the municipally owned power 
system of Tacoma 40 miles to the south. 

"Los Angeles and Pasadena constitute another developing center 
of public power in the southwest, and Winnipeg another to the north, 
while Cleveland, Ohio, and Springfield, Illinois, have municipal power 
plants of striking success in the middle west. Besides these larger 
municipal power plants, there are literally hundreds of smaller ones 
scattered thruout the various states, every individual plant consti- 

1{>— For details 8«^e "Public Ownership", by Carl D. Thoniipson, 450 pages, 
illustrated, T. Y. Crowell Co., 1925, pp. 26-33, $3.20 postpaid. May be or- 
derod of Public Ownership League, 127 North Dearborn St, Chicago. 

20— 'Nineteenth Annual Report of the United States Reclanmtion Service, 1919- 
20,. p. 38. 

21— "Problems of the Imperial Valley and Vicinity", Senate Document No. 142, 
t54th Congress. 2nd Session. See also "The Colorado River and Its Utiliza- 
tion", Water Supply Paper No. 395, by E. C. La Rue of the U. S. Geological 
Survey, Washington, D. C. 

11 



nation conserve their natural resources and really control their public 
utilities and work out any satisfactory solution of the problems 
involved. 

''Industry and Apiculture — Industry is vitally effected because 
cheap power means industrial expansion. The farmers will be inter- 
ested in superpower because of the advantages it will give them in the 
matter of cheap power for all farm purposes, the improvement of their 
home conditions, the production of fertilizers and the improvement of 
transportation and market facilities. 

''Labor is for Public Superpower — The wage workers will be in- 
terested because of the improved conditions not only in the matter 
of wages, hours of labor, etc., but because of lowered costs of the vari- 
ous services that enter into the cost of living. Every new invention, 
every labor saving machine that has come into the industrial field 
heretofore, has wrought a hardship to labor. The industrial revolu- 
tion of the last century disrupted certain industries, created new 
ones, recast others and displaced- great groups of the toilers. Multi- 
tudes were thrown out of work from time to time and unemployment, 
poverty, distress and despair followed as the lot of imtold millions. 
With these facts in mind and facing now the on-coming of anoUier 
industrial revolution still more vital and far reaching ^han that of 
the age of steam, labor may well gird itself for the supreme test of 
its age long struggle. In this case, however, it has advantages which 
it has never enjoyed before. And chiefly this — ^that in the struggle 
for the public ownership and democratic control of superpower, its 
interests are common with those of many other essential groups of 
the existing order — ^the farmer, the business man, the manufacturer, 
the municipality, the women's groups — ^in short, with those of the 
general public. 

"Superpower Essential in Mining — ^The miners will be espec- 
ially interested in this publicly owned superpower because it will give 
them better power with which to work and better and safer condi- 
tions, and a more stabilized employment. 

"And here a special word of explanation with reference to the 
future of mining under the coming superpower system. Fear has 
been expressed by some that superpower and especially hydro-electric 
development would reduce and finally eliminate entirely the business 
of coal mining. There is no ground for such fear at all. If every 
drop of water that fell upon the continent could be converted into 
power it would supply only a fraction of the power needed. And, of 
course, only a small part of the water power can be utilized. The 
Giant Power Survey estimates that only about 10 or 11 per cent, of 
the energy now used in Pennsylvania is produced by water power 
and that there is little probability of this proportion being materially 
increased. 26 it is evident, therefore, that the developnient of public 
superpower will greatly increase rather than lessen the demand for 
the products of the mines. And at the same time the better organi- 
zation of the industry and its control in behalf of the general welfare 
and public interest will greatly improve the miners' condition in every 
respect. 

'*The electrical workers, telegraphers, street car employees — and 
all others in any way connected with employment on public utilities 
using electric power will be especially concerned in the movement for 
the public ownership of superpower not only because of better labor 
conditions that are certain to prevail, but because of the great expan- 
sion and the opening of new fields of employment and new oppor- 

26 — Giant Power Survey, pages 94-05. 
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A Truly National 
Money System 



By Mrs. Cornelia Steketee Hulst 



Our Money System is now traditional with us, and until recently most 
of us have taken money into our hands and spent it just as we take air into 
aur lungs and breathe it out, without thought of how or where it came into 
existence or whether this institution is good and our system the best pos- 
sible. When something goes wrong with the body we begin to think about 
it, and now alarming symptoms have appeared in the body politic. Farm- 
ers, laborers, business men, and bankers, with all who depend upon them, 
are facing an anxious future. Does our Money System differ to our ad- 
vantage from the Money Systems of other nations that are judged the 
best in history? It is the purpose of this paper to present some of the facts 
from history that bear upon this question. All have their lessons to teach 
us, and, where it would be a great mistake to adopt any system from the past 
slavishly, we shall better the earlier best if we secure the good features from 
all and avoid the mistakes. 

At the outset, as we approach a reconstruction of our Money System, 
to make it again truly National and for the profit of the nation as a whole, 
we must remind ourselves that it would be unjust to judge all of our bank- 
ers and financiers as if they had been conscious of how far from the best 
the/system is by which they have made their money. In justice to them we 
must remember that our system is now a tradition and that most of them 
have merely played their game so as to make the most of their chance, shut- 
ting their eyes to the wrongs that it involved. Now that it has come time 
for us all to open our eyes, they should show themselves willing to help in 
making old wrongs right — wrong does not become right though it may have 
prevailed for one or two centuries, as the present money system has, and 
legal privileges that were originally secured by corruption can never become 
"rights" though legal legislative bodies have voted them, as legal bodies 
voted our money laws. Bad laws should be repealed even if part of the 
Constitution — our Banking laws are not a part of our Constitution, but were 
passed in the usual way and can be amended or repealed as easily as they 
were passed. 

Most of our institutions and practices in business are very ancient, and 
come to us from Babylon, but unfortunately the truly national Babylonian 
Money System did not come down to us. In Babylon the waX\oxs!% xoiSi\NK« 
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cealed until after the Bill had passed. Jefferson then accused him of secur- 
ing this vote by intentional misrepresentation. 

"The people, sir, are a beast", said Hamilton, and his Money System was 
designed to burden them in the interest of money lenders, whereas Jefferson's 
truly national Money System would have enriched the nation. When Jeffer- 
son was made President he was not able to bring about the changes that he 
desired. In 1816, he wrote to John Logan, "I hope we shall crush in its 
birth the aristocracy of the moneyed corporations, which dare already to 
challenge our government to trial of strength and bid defiance to the laws 
of our country"; to James Monroe, another- of our Presidents, he wrote, 
"We are completely saddled and bridled, and the Bank is so firmly mounted 
on us that we must go where they ill guide"; and to John Tyler he wrote, 
"Banking institutions are more dangerous than standing armies". Today 
Jefferson's' opinion is seen more than justified. 

What the People Lose by Private Banking 

The corrupt Land-Taxation-and-Money-Law of 1666 thus marks one of 
the greatest turning points in the world's history, and the question faces 
our generation whether it has justified itself in benefits. How much money 
has been collected from the people as a result of it in unearned rents, in- 
terest, discounts, etc., for landlords, bankers and stockholders, and have their 
privileges grown into "rights?" How much unearned money has been 
squeezed out of the working public through banking agencies by "bonding", 
"funding", "watering stock", and drawing dividends on the "water", in public 
utilities as well as in commercial ventures? Acting together through "com- 
munity of interest" these groups dominate Government and control the 
policies of this nation, as President Wilson told us in 1910, before he was 
himself acting in agreement with the financiers, in "The New Freedom": 

"We have come to be one of the worst-ruled, one of the most completely 
controlled and dominated governments in the civilized world — no longer a 
government by conviction and the vote of the majority, but of government 
by the opinion and the duress of a small group of dominant men". 

It is clear that we shall see no change in favor of the people until we 
control Money Power by correcting our Money System. 

Transportation and Irrigation as Well as Banking Undertaken by 
Treasury in Babylon, All Profits to the Treasury, 

Not to Corporations 

In Babylon, the canals on which the Euphrates Valley depended for 
irrigation and transportation were built with money from the national 
Treasury, as early as the days of Hammurabi, 2500 B. C, and paid, therefore, 
no tribute to private bankers and stockholders, as most of our irrigation and 
transportation facilities do, but returned rates and tolls to the public Treasury. 
With this national policy, it is not surprising that Babylon was a rich 
nation — we might be rich, too, if we would follow her examiple. If we owned 
our transportation system and could pass such a measure as the Newlands 
Bill for the conservation of forests, prevention of floods, and irrigation, sup- 
plying the funds from the Treasury and drawing a return of 3% or 4%, our 
Treasury would soon be overflowing by the income from rates and tolls 
and we should be far richer by the developed and productive country. Cer- 
tain individual citizens would have been helped by the uatlotv, "a>xv^ Wv^-^ ^N^x^A 
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)etn the goose that laid the golden eggs for corporations that nearly killed 
it, and irrigation has been delayed, while what canals we have are built 
by private corporations that charge ruinous rates to users to pay returns 
for those who lent the money to build them. That m,oney, the nation would 
supply at a low rate, but still profitable, if we were as wise as Babylon. If 
this nation paid for its roads and canals out of issues from the Treasury in- 
stead of practically giving its issues away to the Banks, private capital need 
not be tied up in such public works, and owners would be able to invest it 
in strictly private ventures, to the advantage of all concerned. An approxi- 
mate estimate of the advantages that this would be to the Nation is given us 
in Mr. Ford's proposal as to the Muscle Shoals. There need be no unemploy- 
ment in a State where new issues are spent in developing and maintaining 
works for the public good. 

Loans to Farmers from the Treasury in Babylon and Greece : 

No Loans of Issueis to Bankers 

In ancient Babylon, also, farmers were given aid from the public Treas- 
ury for the production of their crops, and if a borrower failed to produce a 
crop by reason of a bad year, the law did not make him stand the loss alone. 
Here, again, the Babylonians were wise, for the production of food is essen- 
tial for national wellbeing, and if farmers fail, the nation suffers with them, 
especially and directly the merchants and manufacturers and those whom 
they employ. Other wise States have recognized this principle and have 
lent money on reasonable terms to farmers, not as a charity, but as a means 
to national prosperity. In ancient Athens, the justest and wisest State of 
which history tells, farms and equipment were furnished to farmers by the 
State at 10% of the income. This covered interest, rent and taxes, and was 
later lowered to 5%. In Australia recently farmers who suffered loss of 
their crops through a drought were given by the State, seed, fertilizer, fodder 
and other necessary stores, along with money to tide them over the bad 
times, and finally, because the failure was due to natural causes which they 
could not control, the debt incurred was not made a charge on the indi- 
vidual, who had suffered enough trying to produce the food for the nation, 
but on the State. 

Agricultural districts should have banks in which they could borrow 
from the Government without the intervention of bankers, at a low per cent. 
We will consider this more fully later. 

Present Evils Due to Private Control of Money System 

In the past two years the need of nationalizing our money has grown 
much more apparent, from the sad experience of our farmers. Loans on 
farm mortgages have been called and credit has been refused to farmers, 
widely, on the advice of the Federal Reserve Banks, though at the same time 
money was plentiful in New York at high rates for speculation and great 
amounts were held available for foreign loans at high rates of interest. As 
a result of the calling of loans and the refusal of credit to^ farmers, prices of 
farm products fell, reducing an appalling number of farmers to bankruptcy 
and causing farmers as a class to lose billions of dollars, a loss which was 
felt next among merchants and manufacturers and their employees, for their 
products must remain unsold to the amount of the farmers' loss. 

At the time of the greatest need twenty-one states were supplied with 
less money through the Federal Reserve than was centered in New York 
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But evil did come upon them, and Israel fell. Though forewarned by 
her true prophets, she had continued to tread the broad way of her profi- 
teers; she stoned or inrprisoned her prophets, and she sacrificed Him who 
would have been her Savior. When the day of her reckoning came, her 
high places were levelled. In every succeeding age, some of her leaders 
have fanned the flame of hatred against their race by their practice of taking 
usury and thus grinding the poor, for all charges of interest come back on 
the people to pay, being figured in on the jprices of articles sold. 

Not, however, that the Jewish money-lenders have been alone in these 
practices. The early Christians and the Christian Church stood firmly 
against the taking of any interest between man and man, but later the 
Christian conscience became calloused by the flow of ill-gotten gold into 
Europe from the East and the West, through piracy and extortionate trade, 
including the slave-trade. Finally, legal rates of interest were fixed by the 
Christian nations . . . Not he that sayeth the Name ! 

One principle on which Moses and the Christian Church condemned 
usury was that no man shouM profit out of a poor brother's need, but should 
lend to him gratis; and this principle will always hold good. But if money 
is borrowed by an enterprising man who is not poor, to enable him to carry 
on his business better, the moral case is entirely different, and the moral 
consideration is, first, whether the borrower and the lender treat each other 
equitably, but, along with that, whether the arrangements made by these 
two injure the rest of the people. When interest is paid on money borrowed, 
it is counted as a part of the cost of the goods produced, and a price is put 
upon the goods high enough to cover this charge, so the people pay the in- 
terest while the lendet receives it to spend for his private purposes. The 
cost of living has now been enormously raised by indirect interest charges, 
and many money lenders are now able to live on interest without rendering 
society any services in return. If we had a system of truly National Banks, 
including Postal Savings Bank, such as Australia now has, a person who 
borrowed to purchase a home or to conduct a legitimate business would be 
aided by the public savings and the low rate of interest he paid would not 
injure the people, for it would return to the Treasury, to be spent for their 
needs and to lower their taxes. Such a system is as beneficial to the people 
as to the individual borrower. A low rate of interest to depositors who 
give their savings to be lent for these good purposes has proved to be an 
advantage, encouraging both the thrifty and the enterprising, while it en- 
riches the national Treasury. A development of our Postal Savings Depart- 
ments into Postal Savings Banks, with power to receive deposits, to permit 
checking against accounts, and lending on homes, etc., would give us the 
advantages of a truly National System. 

The legal protection given by our system to those who take interest in 
all forms and the giving over of the money system to those who now legally 
pocket the public profits, dominate business, and dictate national policies, 
mark the far remove of our modern world from the spirit of the Prophets 
and Christ, and of the early Christians, not to mention Babylon and Greece. 

Money System of Greece Truly National Under Solon: Burden of 
Interest Lightened, Profits to the Public Treasury 

Let us also note the far remove of the modern world from that wisest 
of the ancient nations and relatively true Democracy, Athens, the leading 
State of Ancient Greece. Her money system had much to do -wvtVv \!cl^ 
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^S' They know that there is a power somewhere so organized, so subtle, 
watchful, so interlocked, so pervasive, that they had better not speak above 
t- breath when they speak in condemnation. 

""There has come about an extraordinary and very sinister concentra- 

in the control of the business of this country ... It is more impor- 

^till that the control of credit also has become dangerously centralized. 

-the mere truth to say that the financial resources of this country are 

L "t the command of those who do not submit to the direction and domina- 

f small groups of capitalists. The g^eat monopoly of this country is 

onopoly of big credits. So long as that exists our old variety of free- 

md individual energy of development are out of the question". 

y nationalizing the Money System of Athens, Solon not only made her 

rom such evils as we see from private and corporation control, but at 

» :^me time he filled her Treasury with the profits that would otherwise 

made the rich richer, and more dangerous, for History has shown that 

the very rich who mainly corrupt politics and finally kill the State 

: ^ just as a cancer finally kills the body in which it grows. 

large part of the reforms of Solon must have been made easy by the 

ssues of money that were put into circulation then from the Treasury 

gh the new mint which he opened. While debts were paid off and in- 

i-^ charges stopped, the generous supply of money stimulated the 

^^ns into activity and made the Golden Age of Athenian prosperity pos- 

- ^ If modern Solons should issue enough money from the Treasury to 

Western nations such a sound foundation as Athens had economically, 

xng off public debts and recovering for the nation its roads and mines, 

^ filing "water" but meeting all just claims, the Western World would 

^ a chance for such a Golden Age as Athens had following Solon. At 

stroke the most needful reforms would be accomplished, the burden 

laid be lightened and further interest charges stopped, much money that is 

day tied up in purely parasitic investment would be set free for invest- 

'xit in productive enterprises, and exchange would be to the great advantage 

manufacturing and international commerce. The same could be accom- 

ished by declaring national bonds currency, and stopping the interest on 

em'. 

As a result of the fullness of her Treasury, Athens was able to do what 
a strong argument for us to follow. She spent richly for public purposes, 
le could undertake public works and faced no problems of unemploy- 
ent. Without laying taxes on her people she could build the navy that was 
defend them and the Western World against the coming attack of the 
*rsian Empire. If Persia had made her attack upon Greece before the just 
ws of Solon had given Athens strength, she would have found Athens an 
sy prey, her poverty-stricken, discontented people rising against the rich 
ho oppressed them, the nation as a whole poor and weak. On the foun- 
.tion which Solon laid in Justice, Athens became rich and the spirit of her 
:ople rose to the new life which was opened to them. Thought and Art 
ere stimulated as at no other period and in no other region. The Art of 
thens was a public Art, and, with public patronage, it did not become a 
ing apart, degraded to serve the purposes of private luxury and display; 
)r a means of private investment that would bring forth high profits ; nor a 
ime of collecting rare and expensive things, as it tends to become where 
e getting of money is the game of life. In Athens, Art was a means of 
rving the gods worthily by making perfect in beauty whatever was used 
r the public life of people, including Music and Drama^ to ins^v:^^ ^TcasJO^fc^ 
id uplift. Private patrons never develop suc\i s^Vnl ox ^mO^ Kx\.» ^^^^x^>&. 
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^nly adequate, but generous, with the effect of stimulating trade 
^ing new ventures: atter Plato the stringency grew serious, 
accompanied by retrogression and decay. 

Lessons from Rome 

ato was right when he said that money should be made of an in- 
edium preferably, because its value depends upon the amount in 
not upon the materia! of which it is 'made, was to be proved in 
istory of Rome. The Koman Republic, before her degeneration 
,rs and conquests, had adopted the Money System recommended 
is being truly National, purely Numerical, its medium inexpen- 
early Roman money was bronze, of little intrinsic value and 
ntrolled by the State against both inflation and contraction. 
:nt money, like Athenian money, was not "teased" on anything 
of the State creating it. Many other materials of little intrinsic 
been used successfully as money. Gibbon observes that in this 
e was never disturbed by sedition or polluted by such atrocious 
:came frequent later. Her people enjoyed civil freedom, and the 

virtues thrived in home and nation; her laws were equitable, 
th nor poverty had become extreme, and her growth was steady 
In her wars, Rome became corrupted. When war-chests of 
rer were captured, when the silver mines of Sardinia were taken, 
le treasuries of the sacked cities of Sicily were looted, the spoils 
t to Rome by the commanders of the armies, who were members 
ian families and who were now further enriched by the captured 
tals. To their advantage, their Metallic Money soon displaced 
fumerical Money, and the Empire soon followed the Republic, 
ational spirit was changed. Wars of conquest were carried to 

the ancient world, "and always the blood-stained metals flowed 
le". "Livy and Tacitus tell of the extreme of luxury that now 
1 the nation, and Pliny curses the gold that brought in its train 
Is to Rome". We know how the end of Rome came, after many 
iifter loss of liberties, and amid general degeneration — it is the 
:very nation will face that permits a favored few, or a privileged 
ich themselves at the expense of the impoverishment lof the na- 
lich permits domination of money interests. 
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r ever been devised: (1) with Private Control by self-interested financiers; 
(2) with an inadequate, expensive and dangerous Medium, gold, (3) with 

► no Numerical relation between the increase of the national wealth and the 
new issues, but our new issues "based" on our varying gold supply, some- 
times plentiful to inflation, sometimes contracted, with all attending 
evils; (4) with no income to speak of from national loans, no rates from 
national irrigation canals, no fares from the national transportation service, 
no profits from national mines, no rates to the Treasury for the national Ex- 
change and other operations of banking, such as those other great nations 
of History had to enable them to run their distinguished course ! Instead of 
these we have only larger and larger public debts, heavier and heavier taxes^ 
higher and higher cost of living, richer and richer millionaires and billion- 
aires, and more and more discontented people . . . Verily, if this goes on, 
only worse and the worst will follow. We shall extinguish ourselves in disas- 
ter unless we become wise in time". 

When we look to our times, we find all of the modern nations living in 
daily fear of class war. the many in poverty, dependence and restricted op- 
portunity, the few with excessive riches and exercising increasing domina- 
tion. These are results which threaten civilization itself and imperil the fu- 
ture of the white race. Evils equally alarming are seen in the world of the 
spirit: an excessive regard for money, increasingly scaly means of acquiring 
it, and hardened disregard of human health, decency, and beauty. In London, 
where Ruskin and Morris worked through two generations to get a hearing 
for social justice, witness the housing conditions ; and these could be matched 
in other cities, perhaps in New York and Chicago. And it is not only among 
the poor that the vices thrive, but they batten also on the ill-gotten gains 
among "upper class" degenerates. 

RECONSTRUCTION 

Let us review a few of the points in the history of money, in which the 
people have lost as the few have gained, to see something of what we shall 
have to reconstruct. 

ABUSES TO BE CORRECTED 

(1) Until the end of the 17th century many expenses of administration 
had been paid in England by "tallies" issued directly from the Treasury. 
These circulated as money and finally returned to the Treasury in payment 
of taxes, having cost the public no interest in any form. The Banks retired 
tallies as soon as they obtained the power to do so, replacing them with their 
new paper notes, on which they could draw interest, for they lend their paper 
notes to business men who wish to borrow, and these charge buyers enough 
for their product to pay the interest charge. So the public pay. Our 
"greenbacks" were like the old English "tallies", costing the public no in- 
terest in any form. Vast sums in interest would be saved to the public if 
"greenbacks" were issued directly from the Treasury to pay many public 
expenses. If each year just enough new money were issued to equal the na- 
tional gain in riches, the currency would remain stable, the purchasing power 
of its unit remaining the same and prices changing only because of a varying 
supply of goods to be purchased. When less is issued than the nation's 
gains, there will be too few dollars in relation to the things to be purchased, 
the currency will be relatively contracted, money will be harder to get to 
pay debts, and a panic may occur, in which maivy >n\\\ V\a.N^ \!C> %^ -^ Vs^ 
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(IV) By our system of issuing money through Banks of Issue, the 
bankers are permitted to profit twice (1) on the interest-bearing securities 
which they deposit in government vaults in order to receive the new issues ; 
(2) on the new issues which the Treasury gives them almost gratis when 
they deposit their securities, and which they lend to best advantage. The 
public pays interest twice, (1)) on the bonds, (2) on the issues, for the interest 
which the man who borrows pays to the banker he will add to the price of 
the articles he sells to the people, and collect from the people, adding to the 
cost of their living. If the government put its new issues into circulation 
paying expenses, lending to farmers and business men, developing mines^ 
water power, irrigation, transportation, etc., it would make a double saving, 
(1) it would not have to borrow so much on bonds, (2) it might even draw 
interest for loans on homes, farms, utilities, and the like. 

(V) In earlier days, all profits on bills of exchange, and for foreigfn 
trade were to the advantage of the. nation, being issued only from the Treas- 
ury. This right to control exchange should be resumed. Lower rates would 
give a better service under national control. 

(VI); It is extremely important that the body of money be stable in a 
nation, neither Contracted nor inflated. If it is contracted, as we have seen, 
there is danger of panic, and those who have money will be able to buy more 
than is just ; if it is inflated, each dollar will buy less than before inflation 
occurred, a very great hardship to those who live on fixed wages, salaries or 
savings, as we realized recently when inflation occurred by heavy issues* 
Too many dollars in circulation in proportion to the things to be bought 
raises prices. Our system has been called the automatic system: — camou- 
flage is certainly no new invention. How far it is from being "controlled" 
not to speak of "automatic" will be seen in the following, quoted from Del 
Mar's "Science of Money": 

"It is- neither a system nor is it automatic. So far as the State is con- 
cerned, it consists in leaving the supplies of money to depend upon the fol- 
lowing circumstances: (1) the chances of mining discovery; (2) the open- 
ing and working of mines ; (3) the productivity of mines ; (4) the owner- 
ship and transfer of mines, it being clear that when they are owned by aliens 
as is the case today Nvith many of the miines in America and South Africa, 
their product is no more available for the native mints than is any other 
metal owned abroad; (5) the demand for the precious metals in the arts; 
(6) the demand for such metals for export; {?)' the wear and tear of coins, 
a circumstance that depends as much upon the emissions and denominations 
of paper money as upon the emissions and size of coins; (8)Vthe loss of coins 
by accident and hoarding; (9)' the mlint laws; (10) the intrigues of the 
money-lending class, which now includes not merely millionaires, but some- 
times ambassadors and ministers of state, and in a few instances reigning 
sovereigns in their private capacity, and the members of their families. This 
is not a system; it is a lottery, employed by money-lenders who play the 
game with loaded dice. There is nothing automatic about it". 

Verily, to satisfy the demands of Justice, we need a system of public 
and national bookkeeping, to show whether our money is contracted, stable 
or inflated. To some extent, our Government does still control when it de- 
sires, as it did before this war, when many of our bankers were hoarding 
money with the expectation of taking advantage af the stringency that they 
were creating. Those who were hoarding were otdex^A. \.o ^^c'^^^^^^aL^ *»^^xn. 
hy the Treasury. 
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(d) To give Congress an object lesson not to meddle with Big Banking, 
which members of Congress, along with common people, are not supposed 
to understand; 

(e) To demonstrate to Congress and the public how valuable an 
"elastic" system would be to avoid panics, with a view to securing a new 
law giving greater power to the central bankers. 

(f) To give an object lesson to bankers, which should also be a warn- 
ing, not to go against Morgan. Since then bankers have not even lifted 
their voices in wholesome criticism or suggestion when invited to do so, and, 
in general, they are as far from safe as they are far from free unless they 
stand "solid" with the system. When the retail coal dealer did not sell 
according to the schedule furnished from "above" by the coal "Barons" 
and found that the railways delayed delivering his coal, he found also the 
next time he applied for credit, that he was embarrassed in the banks. As 
"The New Freedom" phrases it, "Organization will see to it that the ground 
is cut from under him and markets are shut against him", by that "power so 
subtle, so organized, so watchful, so interlocked, so pervasive". From high 
to low, men in banking and business learn this lesson. As they are con- 
trolled themselves, so they have controlled employees. They were obKged 
to do so. 

The smaller banks must do what the big banks order, the business men 
must do what the banks advise, employees must do what business men re- 
quest, or pay the price — ^and the price has been very high; discharged, dis- 
honored, blacklisted, "framed", boycotted, financially ruined, "gently hazed", 
ostracized, deported, physically tortured, even lynched, perhaps by "gentle- 
men mobs" in high power automobiles. 

Revelations of the Pujo Investigation 

That "money power" had been thoroughly organized before the Knicker- 
bocker Trust Company was wrecked, and its methods had been carefully 
studied by scholars like Lincoln Steffens and Woodrow Wilson before 1910. 
It was also exposed and condemned by the Congressional Committee ap- 
pointed to investigate it, whose Chairman was Mr. Pujo. The Pujo inves- 
tigation showed that five of the great New York and Boston banks had been 
acting together contrary to the Anti-Trust Law, and it would have made an 
exhaustive study but that President Taft forbade the Secretary of the Treas- 
ury to answer its questions further. However, its work was sufficient to 
show the danger from centralized money and much of the evil it had wrought. 
The report of the Pujo Committee should be carefully studied by those who 
have doubts as to these methods and evils. 

And now a strange thing happened. Twice the efforts of the Money 
Power to secure a Central Bank by National legislation had failed because it 
was feared that a Central Bank would have too much power over the rest 
of the country. This secret coalition of the five investigated by the Pujo 
Committee had proved the point, and the five had been ordered to cease un- 
der the Anti-Trust Law. President Wilson was elected on a platform which 
declared, "We oppose the so-called Aldrich Bill for the establishment of a 
Central Bank, "but, as early as possible after his administration began, in 
1913, the Federal Reserve Act was passed, establishing twelve banks that 
are unified in a central Board and always act as one, (as Paul Warburg tes- 
tified before a Committee of Congress) and which ARE therefore THE Cexj^ 
tral Bank which had been^ voted down and delVnit^Y^ coTii^^^Tcmsb^SxL^^^'^sai^- 
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that Russia will succeed under her truly National Banking System have 
anything to do with the long opposition to her experiment in Government 
from London, Wall Street and Paris? The Bank of Moscow, like the 
Bank of Australia, also truly national, is very successful. If Russia succeeds 
under this truly National System, other nations will follow her in making 
money again purely and entirely an affair of the State, dispensing with con- 
trol in New York, London, Paris by private Big Bankers. To day the Rus- 
sian chervonetz, 10 ruble gold-note, sells in London for prewar value of 10 
czarist rubles, while the English pound is still considerably below the pre- 
war rate; and 43% of Russian expenses are now being paid out of profits on 
national business undertakings, of which banking is the most important. 
These figures are eloquent with meaning, that Russia, which has adopted 
Solon's truly National Money System, returning profits on banking to the 
Treasury and paying out new issues for government expenses and public 
works, is well started toward prosperity and a Golden Age, while the rest 
of the European nations are bankrupt, or in danger of bankruptcy. 

A Conspiracy Against the Nation 

This situation has made many of us very anxious for our country. The 
Congressional Record of Feb. 12, 1917, contains an impeachment of the 
Federal Reserve Board for conspiracy against this nation, giving in partial 
evidence the story of the secret meeting held by members of New York banks 
condemned by the Pujo Committee, and how they made the plans that se- 
cured the Federal Reserve by law. The incident, of which I will quote part, 
was told first of Paul M. Warburg in the series called "Men Who Are 
Making America", by B. C. Forbes, editor of the Business Magazine, in ad- 
miration of his hero. I will quote the story in the author's words because 
my own phrasing, though restrained, might seem too lurid : 

"Picture a party of the nation's greatest bankers stealing out of New 
York on a private railroad car, in cover of darkness stealthily hieing hun- 
dreds of miles south, embarking on a mysterious launch, sneaking onto an 
island deserted by all but a few servants, living there a whole week, that the 
name of one of them was not once spoken lest the servants might learn their 
identity and disclose to the world this strangest and most secret episode in 
the history of American finance. I am not romancmg. I give the world 
for the first time the real story of how the Aldrich Currency Report, the 
foundation of the new currency system, was written". 

Was ever conspiracy more convincingly drawn? The article goes on to 
name Senator Aldrich, always the mainstay of the Interests in the Senate, 
as one of the party, along with Henry C. Davison, a leading member of Mr. 
Morgan's bank, Frank A. Vanderlip, President of Rockefeller's National 
City Bank, Paul M. Warburg, a member of the firm Kuhn, Loeb & Co., and 
others, from the firms condemned by the Pujo Committee. An article in the 
Outlook claims that W. G. McAdoo also was greatly instrumental in secur- 
ing the Federal Reserve legislation, but whether he was at the island I have 
not learned. He rose to prominence connected with Kuhn, Loeb & Co., 
and served under President Wilson as Secretary of the Treasury^ thereby 
becoming ex-officio Chairman of the Federal Reserve Board. 

To this circle of financiers, ominously secret and silent, must be added 
the Silent Colonel House, who, we are told in his "intimate biography", 
"The real Colonel House", has been for many years past one of the strongest 
forces working secretly to bring about (1) the gold standard and centralized 
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in the banking system — "a clear case of calculated fraud perpetrated upon 
an unsuspecting people" it has justly been called. The part the Press played 
then and since in serving the policies of this interested circle should be 
made the subject of congressional investigation. Editors may have been 
entirely innocent of collusion, as the people were, and as most of the con- 
gressmen doubtless were. 

The Citizen's Leagues and the newspaper articles appeared, and when 
the Federal Reserve Bill, or the Owen-Glass Bill, to be more exact, was in 
process of passing, observers the best qualified and on the ground did not 
see the machinations by which it was secured, so secret and silent was the 
management. A journalist and historian of national reputation was com- 
missioned by one of our magazines to go to Washington to report it, but saw 
nothing whatever to cast doubt upon the proceedings. The Federal Reserve 
Bill was passed practically without opposition, without discussion by the 
Press, without discussion by the people. Ho, for Democracy in the hands of 
men like Col. House, and the financiers on the Island! And ho, for Secret 
Diplomacy ! for this Bill may have been rushed through with a view to the 
war that was coming, for in the biography of Colonel House we are told 
that President Wilson had been enlightened on the international situation 
by President Taft even before he assumed office, and that he resolved to 
pursue the policy of Watchful Waiting in Mexico so as to keep his hands 
free for the European War that he now saw looming upon the horizon. 
Why did not those two publish those facts then? That was before the 
events in Servia. There are times when silence is golden, but this secrecy 
must be held responsible for what followed. 

The World in the Grip of the Banking Trust 

It is abundantly evident from Lord Cunliffe, quoted, that the Federal 
Reserve was of very great service in financial matters in London even before 
wc entered the war; at home it was whipping us up for war by Central 
Banking methods, in fact, the inner circle of the National Defense Com- 
mittee was organized and efficient before it appeared on the surface, and be- 
fore we entered the war, as we learned through one of the Congressional in- 
vestigations. Congress and the people seem to have played a very small 
part in what was going on, for events as well as motives were carefully hid- 
den. If the men of the innermost circle, as Carnegie, Morgan and Colonel 
House were of the aggressive international imperialists of that secret Rhodes- 
Society of Multimillionaires, planned by Rhodes in 1877, and working sec- 
retly, according to Rhodes* plan, "by the methods of the Jesuit Order", to sup- 
port the imperialists of England in painting the map of the world a British 
red and bring the United States again under the British flag, they could not 
have devised a measure to serve their foreign purposes better, abroad and 
at home. Certain it is, that world events have followed the course then 
planned by that aggresive Tory Imperialist diamond-king. Under his per- 
sonal direction of England's foreign policy, E^ypt was occupied and the 
South African Republics were wrecked and annexed, our own Government 
aiding in this destruction of the Republics, under a secret "understanding", 
**Treaty if you please", contrary to the treaties which our senate had made 
publicly and according to the Constitution. Ho, for the sacredness of 
treaties in the hands of men like President McKinley, backed by men like 
Gamine I and ho, for the Constitution! 

«»<rie I committed himself to our re-entering the British Empire, 
i now the War-before- 1920, which Rhodes ^l^wwed vcs. ^^^R. 
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or any man who wishes to be the President, must doff his cap in the presence 
of this high finance, and say, "you are our inevitable master, but we will 
see how we can make the best of it". 

Not only the Prime Minister and the President "made the best of it", 
but Parliament and Congress did the same. After Mr. Bullitt presented his 
documents, no further investigation followed on either side of the Atlantic, 
but instead hysterical appeals were made to the people to stand by the Con- 
stitution! And the Security League energetically threatened those who 
raised their voices to question the President's policy, including Members of 
Congress . . . again that financial power of which the "New Freedom" had 
told us, "so subtle, so organized, so watchful, so interlocked, so pervasive that 
men had better not speak above their breath when they speak in condemna- 
tion". On both sides of the Atlantic (for the Bank of England is also an 
private institution, controlled for the benefit of private stockholders) ques- 
tions and investigations are the more difficult because the international bank- 
ers are entrenched in the Private Banking System. 

Rhodes' imperialist hopes of extended Em|pire and destruction of a 
rival, and Lord Cunliffe's hope of imperial world finance shared between 

London and New York have been realized, but it remains a question whether 
the people will realize their hopes of Democracy. 

Central banking has been legalized and we now realize that our old 
variety of freedom is dead, as we did not realize it in 1910. And we realize 
also that the combined power of high finance is greater than the power of 
the government, and that it controls policies abroad as at home. 

Whatever ulterior motives may have been served for those who se- 
cured Central Banking so secretly, the motive assigned was that it would 
give flexibility to our currency and so stop panics. That has not been tested, 
but will be good if true. We have had business and farm failures enough in 
these years just past to class this as a period of panic. However, this pro- 
spective advantages is offset by a very serious danger, that all of the money 
of the country will be absorbed, or so great a part of it as to endanger credit. 
It is hardly safe to put all of the eggs of the country into one basket, when 
that basket is in charge of those who have ulterior interests to serve. 
Choruses of interested praise have been given the Federal Reserve, and im- 
pressionable people who have never looked into the matter often speak of it 
as one of the wisest pieces of legislation ever passed in this country. The 
psychology of this seems to be that with which we became familiar in the 
campaign for Blaine, when his enthusiastic, unthinking supporters used to 
converse with themselves after this fashion, shouting answers to their own 
questions : 

"What's the matter with Blaine?" 
"He's all right!" 
"Who says so?" 
"We do !" 

Some of the public were doubtless impressed, mistaking strong assertion 
for both fact and proof. Those who look upon the power of the Federal 
Reserve under the law, the tremendous power that it exercises in merely ac- 
cording clearing house privileges, by which it can dominate those "below" 
in banking and general business, will hardly shout an unqualified "Hurrah". 
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SIGNS OF AWAKENING 

There are hopeful signs of awakening, both here at home and abroad; 
(1) The inequity and the iniquity bred by our system are making something 
of a stirring in our Churches — is it too much to hope that the law of the 
Early Church will be preached again from our pulpits, and that Usury, or in- 
terest, the taking of money for the use of money between man and man to the 
injury of the people, will again be condemned as morally wrong? Many of 
our people have been feeling the heavy hand of the Money Power, farmers, 
business men, and bankers as well as men employed by them. Many of them 
have been ruined by it, and all who do not submit to domination are in dan- 
ger. Many of them must come to see the advantage that a truly National 
System would be to them, stable, free from domination from Wall Street, 
London, and Paris, and organized for service at low cost — instead of for the 
highest dividends to "big bankers" and their stockholders. The taking of in- 
terest by and through the State, at a reasonable rate, for lending citizens to 
develop farms, build homes and the like, will be equitable to both the borrow- 
er and his fellow citizens, and for the good of all in the community. If pri- 
vate banks continue to exist, they should not become a menace to the nation, 
and truly National Postal Savings Banks should stand ready to care for de- 
positors' funds, — lending them to the profit of the nation. At present they 
hand the savings of the people to the banks for investntent, to the profit of the 
banks. (2) The battle between Wall St. and the people is now on in the North- 
west, and whether the people of North Dakota succeed or fail in carrying out 
their program, they have given us another object lesson of the danger and the 
wrong of our present system. The final outcome through the. nation as a 
whole can hardly be doubtful when the issue is clearly seen. (3) ' In 1920 
our Farmer-Labor Party committeed itself to a truly National Money 
System, and in the new alignment of parties which is now occurring this 
issue is recognized as of fundamental importance. (4) Co-operative Banks 
are being started, founded on the higher principle of Service instead of 
Profits, a decided advance in ideals and in appreciation of the principles at 
stake, though still far from solving the fundamental problems that will have 
to be solved. (5) Labor Banks, like that of the Machinists at Washing- 
ton, mark a still further advance, and their International President, Wm. 
H. Johnston, has made a definite statement that this bank is a stage on the 
way to complete nationalization. If Labor Banks and Cooperative Banks 
will announce themselves for complete ultimate nationalization and will 
pilot the way to it, finally paying off their stockholders and turning over 
their organization to be operated as truly National Banks, they will be the 
leaders into the New Golden Age and the Land of Promise. (6)) The 
Bill introduced by Senator Ladd points the way to effective nationalization 
of the issues of money and to the extending of credit so that special privilege 
shall not be given to banking corporations, but new issues and credit be a 
benefit to all of the people, encouraging agriculture and the owning of 
homes, the development of the resources of the nation in the interest of all, 
the lowering of the rate of interest on loans, and the return of an equitable 
sum to the Treasury. This is the system under which the great ancient 
nations distinguished themselves. (7) It is a sign of great promise that 
the richest man in our country, Henry Ford, has kept his own financial in- 
dependence and is teaching the dangers and the evils of our present system, 
at the same time showing the advantages to the nation of a return to the 
ancient system of devoting national issues of money to works for the public 
needs. (8) That Russia has nationalized her Money System cottv^Wl^V^ , 
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The Note circulation of the Commonwealth Bank consists of Australian 
notes only, and thcee are full legal tender for the paym^ent of all debts, pub- 
lic and private. The Commonwealth Bank conducts the notes agency on 
behalf of the Government in the various States, attends to the distribution 
of notes issued and to the sorting and cancelling of worn notes for destruc- 
tion. The Commonwealth Bank also holds part of the gold Reserve for the 
Commonwealth Treasurer, but gold is not used for the general public, the 
paper notes being perfectly satisfactory. So Australian Money is now truly 
national in this bank, it is public instead of private in control, its issues are 
controlled by the Treasury, and it is mainly of an inexpensive medium, 
though still endangered by gold to some extent, as is the money of all of the 
modern nations. Issues are still "based" on gold and are not paid directly 
for public works. Future progress should be in this direction. 

The great success of the Commonwealth Bank of Australia proves be- 
yond a shadow of doubt that the people can do their own banking, control 
their own currency, and finance their own undertakings better than private 
banking corporations can do it for them.. During the war, all of the financial 
transactions that took place between Australia and Great Britain were ef- 
fected through the Commonwealth Bank, amounting to billions of dollars, 
and paid profits to the nation. — ^Australia had no private agent as we had 
Mr. Morgan, to exact heavy tolls for all buying. 

There is no reason why this bank should not do the entire banking of 
Australia through branches and savings centers, in fact, the All-Australian 
Conference recently adopted Resolutions to do so. In the few years that 
it has been established it has accomplished much: rates of interest have 
been lowered ; vast sums have not been paid to stockholders who have done 
nothing to earn them and who should use their money in developing other 
and strictly private ventures ; the public debt is being rapidly reduced ; specu- 
lation is not encouraged, especially with depositors' money; the fear of 
panic is replaced by confidence; Australian projects and legitimate business 
are being financed at little more then cost; and the "invisible government", 
or "domination from above" has been gently reduced. Happy Australia! 

We need not draw the unhappy parallel with our own system and 
situation. At last we see where we stand, and we see the goal that we shall 
have to reach. Shall we continue Hamilton's policy of building up a moneyed 
aristocracy, or shall we develop a Money System truly national, as did 
Solon? Can we find a leader as wise and as just as Solon was, to reform our 
Money System, including Credit, or Money of Account? When we have 
done the New Justice, we may hope to attain the New Freedom, and the 
reward of a New Golden Age, even more splendid than that which Solon 
gave to Athens. God speed us right. 

Mrs. Henry Hulst 
100 Fountain St. N. E. 
Grand Rapids, Mich. 




— 29 — 



flMllill 






i' MiTpBigit SO ycm 



so tliejr win stand 
if 






that your accounts 



> 



you in touch with the 
progress of the tnovement. 



^>vai « ^ ^ 






Ok 



X. 



vv i V \?;*x»» viu>i 



'»%%* »*4%V\N 









v'mv >44u%^%^« 



V* 






^lUk Wdf are 



Telephones and Telegraph 
Valuation, Surveys 
Mimicipal Ownership 
Bond Sale Campaigns 
Publicity and Speakos 
Facts and Informatioa 
Legal Advice 



\v s .,^,..u.-^vi i»v c*^»<4tii«(c« o£ a quarter of a centocy 

sv.c»»* »*v> .vv>H.*cii»<m tbe progressive 



forces of 



\..> 



« «» ■ V •* 



iU,t ^ 



v4VK«« t^or fun particulars 



uWk i>^AHirtifc«p League of Ametkm 

».:; Nv»icU t>v^lHHH Street, Suite 1439 
W^Hl^^AQO, ILL. 



■MMMNNMIWINW^^ 



I A NEW BOOK I 

' Public Ownership ' 

by CARL D. THOMPSON 

This is the latest and the best of all of Mr. Thompson's works. 
It is to be published by the T. Y. Crowell Co., and will be ready- 
about September 15. 

We believe it is no exaggeration to say that this book is the 
most complete, comprehensive and conclusive work on public 
ownership so far published. 

It covers the field — 350 pages. 

It is illustrated — you can see with your own eyes. 

Carefully indexed. 

Valuable bibliography. 

Authentic and reliable — a complete refutation of 
the usual objections to and arguments against 
public ownership. 

It gives you the FACTS. 

Chapters on the Public Ownership of Railroads 
and Public Superpowier. 

You will be surprised. 

It will put an entirely new light on the subject. 

The price is $2.75. 

Order Now! 

The Public Ownership League has made a special arrange- 
ment by which we are to be alloted THE FIRST ONE HUN- 
DRED COPIES. These will be AUTOGRAPHED by the 

author and sold to the members and friends of the League and 
readers of this magazine and the profits turned over to the 
League. 

Place your order now and the book will be shipped to you as 
soon as it comes off the press. Address with check or money 
order for $2.75 to 

The Public Ownership League of America 

127 N. Deabrom St., Room 1439 
CHICAGO, ILL. 
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The Street Car Crisis and The Way Out 

By DELOS P. WILCOX 
Consulting Franchise and Public Utility Expert 

The street car crisis is a challenge to the political and administrative 
capacity of American cities ; and whatever challenges their capacity challenges 
the future of America. 

Street Cars Still Chief Means of Transportation 

The street car is the principal means of urban transportation. In spite 

^ buses and rumors of busses, it still holds the center of the stage. More 

people ride in street cars than ever before. Vastly larger sums are being paid 

for street car transportation than ever before. American cities are still grow- 

•^> ing apace, and the bigger the city the oftener the people have to ride. 

\} For example, the cities of Minneapolis and St. Paul twenty years ago had 

^ a combined population of 360,000. Today their population is 615,000, an in- 
' crease of 68 per cent. But the Twin City Rapid Transit Company carried 
1 323 per cent, more revenue passengers in 1920 than in 1900. This is typical 
: of conditions throughout the country. In 1917 the electric railways carried 
^ more than ten times as many passengers as the steam roads. 

Public Business for Private Profit Breaks Down. 

- ^ The street car crisis is not a passing phase. It goes to the vitals of the 

'^ .'. municipal problem. It marks the failure of the characteristic American policy 

•s: of trying to do public business through private agencies for private profit. 

< TThe trouble with the street car business is that it has been exploited by private 

• adventurers and neglected by public servants. 

* We talk of the extravagance of municipal government and of the immen- 
: sity of municipal debts. But we do not more than half realize that the stocks 

^^ and bonds of a public utility, once issued on the security of public franchises 

, c and the right to exploit public needs constitute a burden almost as inescapable 

:;;j as municipal bonds. Yet the stocks and bonds of the street railways alone — 

^ r just one of the public utilities — ^amount to more than twice as much as the 

> total indebtedness of all American cities for all public purpose.s« 
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Extent and Success of Municipal Railways 

in America 



By CARL D. THOMPSON 

Municipal ownership of street car lines which has been quite general in 
all other countries for nearly a quarter of a century (^) has had but few 
examples in this country until recently. While there have been a few isolated 
cases of municipal railways that have been in operation for a considerable 
period they are, with the single exception of San Francisco, in smaller places. 

Private Ownership Breaks Down 

In the last ten years, however, several things have happened that have 
brought the subject of municipal ownership of street car lines to the front 
thruout the country. 

Increased Fares Quite General 

In the first place the increased cost of labor and materials due to war 
conditions made it difficult for the street car companies to make expenses 
and earn returns on their capital accounts on a five cent fare. As a result 
there began a widespread demand for increased fares which were quite gen- 
erally granted. In 1917 nearly all (92 per cent, to be exact) of the cities of 
25,000 population and over in the United States had a five cent fare. By 
1920, however, nearly all of them had a higher fare. Only 34 cities, or less 
than 12 per cent, then had a 5 cent fare. Sixty-one cities had a 6 cent fare; 
89 cities had a 10 cent fare ; and 32 had other rates. (2) Leo Kenneth Mayer, 
director of the American City Government League, has more recently made a 
study of fares and finds that out of 98 cities investigated only 26 still had a 
five cent fare; 31 had a 6 cent fare; 16 had a 7 cent fare; 18 an 8 cent fare 
and 7 a 10 cent fare. In New York state alone Mr. Mayer found that out of 
55 cities investigated only 13 had a 5 cent fare; 9 had a 6 cent fare; 18 had a 
7 cent fare; and 15 had an 8 cent fare. 

And yet, altho the demand on the part of the companies for increased 
fares was very generally being granted it soon was found that increased fares 
cut down the traffic and thus failed to produce the increased returns an- 
ticipated and still further increases were demanded untill the situation became 
quite acute. 



(1) For data on Municipal Street Car Lines in Europe see "The British City," and "European Cities 
at Work" by Frederick C. Howe, "The CoUectivist SUte in the Making" by Emil Davies, etc. 

(2) Aera magazine, Feb. 1921— "Higher Fare Trend Contmut*." 
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Labor Troubles 

Meanwhile in many cases the demands of the working men for increased 
wages to meet the increasing costs of living were also cutting in on the profits 
quite acute. 

of the companies and were frequently resisted. This led to numerous strikes 
which in many cases became serious and disasterous. The private lines in 
San Francisco, Buffalo, Chicago and other cities suffered such strikes in 
many cases tieing up the whole transportation system for days and even 
weeks at a time. 

Success of Municipal Ownership 

Meanwhile San Francisco had been making a splendid and almost sur- 
prising record with her municipally owned lines ; had kept the five cent fare 
and had kept peace with its street car men, as reported in a later chapter. 
Several smaller cities such as Monroe and Alexandria in Louisiana had pre- 
ceded San Francisco in the successful ownership and operation of their lines 
and others have followed. In 1918 Seattle took over the entire system and 
in 1922 Detroit did the same, Toronto took over her entire system in 1921. 

The experience of San Francisco alone, of the larger cities, has been of 
sufficient length to afford ary basis for judgment as to the ultimate success 
of municipal ownership in this field. In this case there is little room for 
question or doubt. The success of the enterprise in every respect and at 
every point is unquestionable and decisive. For proof we refer the reader 
to the two chapters that appear later on. 

For the rest of the cities it may be said that for the most part they have 
kept the 5 cent fare where the private companies could not or would not, and 
have rendered service and met labor conditions that the companies could not, 
as is told in subsequent chapters. 

On the next page we give a table from the United States Census which, 
while not at all up to date at least gives some details which are not available 
elsewhere. 
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II, DETROIT 

Detroit's Municipal Railway 

Address by J. S. Goodwin, Manager 

^t Conference of the Public Ownership League of America, at Congress 

Hotel, Chicago, November 19, 1921. 

Mr. Chairman and Members of the Public Ownership League — 

I am very glad indeed to be with you this afternoon. I consider it a 
privilege to be here. My only regret is that you could not have with you the 
rnan who is directly responsible for the success of the Municipal Railway of 
Detroit, the man who speaks with the courage of his convictions without fear 
3r favor, the Honorable James Couzens. 

A Thirty Year Struggle 

The City of Detroit has had quite a struggle in bringing Municipal 
C!)wnership to its present state. I have only been in Detroit for the past fifteen 
tnonths. The struggle dates back for 30 years. It is divided into what I see 
as three periods. 

The first period was prior to 1894, during which time any one could get 
a franchise to operate a street railway in any manner that he saw fit. Com- 
mencing with 1894, the people became dissatisfied and looked forward to 
Municipal Ownership as a relief. 

The second period was from 1894 to 1908. During this time Mayor 
Pingree attempted to engage in Municipal Ownership, but the Supreme Court 
held that the City of Detroit had not the power to engage in Municipal Owner- 
ship. This period ended granting of further franchises and the demand for 
Municipal Ownership increased. 

The third period was from 1908 to 1919. In 1908 a new constitution was 
adopted curtailing the right of the City Council to grant a franchise without 
a three-fifths vote by the people. Municipal Ownership was granted by a 
vote of four to one. Two or three Municipal Ownership propositions were 
submitted to the people calling for the purchase of the private lines, but 
failed to receive a 60% vote from the people. In 1918 the City adopted a new 
charter and a Municipal Ownership chapter was included in this charter 
calling for the Municipal Ownership of the Street Railway Lines at the earliest 
possible date. This chapter was adopted by a vote of seven to one- 

At the time the new charter was adopted, a new form of city government 
went into effect. Instead of the old regime of electing Councilmen by wards, 
(some 40 odd I understand), the charter called for a non-partisan form of 
Government electing a mayor and nine councilmen at large and that is the 
City Government which is operating in Detroit today. I want to take a mo- 
ment to tell you briefly about that City Government, because I do not think 
there is another like it. These nine councilmen meet daily as a committe** 
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some contracts had already been let and by the middle of September, we 
were organized with a full quota of men who knew how to organize and con- 
struct a street railway. 

Eighteen Miles Built by Dec. 12, 1921 

On the first of October, we started construction work on a large scale 
and by Dec. 12th we had laid 18 miles of paved track. We spent the balance 
of the winter preparing plans for the next season's construction. We had 
at this time, as mentioned, 18 miles of track built and the people were asking 
for service. Our municipal program was built on giving service to the people, 
so that on Feb. 1st we promised the people that they would have service on 
part of these lines. At that time we had no car barns, no cars, but by the first 
of February we had built a temporary carbarn and had received sufficient 
cars to put in operation some 13^ miles of track. 

City Makes Record in Building Track 

In March, 1921 we started on our summer campaign of track construc- 
tion. We announced a program to build the balance of 100 miles of new track. 
We have built 42 miles this year making in all 60 miles of new track. We 
stopped construction Work on the balance to determine whether or not the 
trackless trolley would serve in those fields. We built street railway track 
during this season at the rate of more than a mile of paved track a day, an 
achievement which was never known in the street railway industry before. 
We now have 42 miles of track in operation and are operating between 90 
and 100 cars every day, this from our first installation of 22 cars on Feb. 1st, 
1920. We are operating five different lines, a total of 42 miles, and are 
operating between nine and ten thousand miles per day, carrying passengers 
at the rate of 15 million a year. 

Company Springs Another Franchise — ^Voted Down 2 to 1 

In the April election this year (1921) the local company asked the people 
to vote on the Service-at-Cost franchise. We called it **Cost Plus". If there 
was ever anything written in any franchise in the United States, it was written 
into this franchise. If there was anything they could not do with that 
franchise, I do not know what it was. It meant that the City of Detroit would 
give the local company a franchise for 30 years, on which they could charge 
any rate of fare that they saw fit and which I am glad to say was voted down 
by the people on the ratio of two to one. At the same time, the City asked the 
people's approval of taking over some 29 miles of track built under Day-to-Day 
Agreement and by this same vote, nearly two to one, we were given the right 
to do it. The amount which the City was to pay for this was determined by 
arbitration. The Arbitration Board has reported and it now remains for 
the courts to decide who the City should pay the money to. 

In addition to this, the Supreme Court has decided that the private com- 
pany has no rights to two main lines of 21 miles. The Mayor, backed by the 
Council, ordered the company off the street. Before doing this, he offered the 
company what was determined as a fair price for the property, which they 
refused to except. The Mayor told them to move out and in spite of the ruling 
of the Supreme Court of the United States, order of the Mayor and City 
Council, they refused to go and initiated a petition which was voted on Nov. 
8th, all of this despite the fact that their lease had expired and they had no 
right to the use of the streets. 

On November 8th the people, backed up the Mayor and the council and 
ordered the private company to remove their tracks. At this same election 
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How City Got the Money 

Q. I would like to ask you how you got the money to do the work. In 
Dayton, where I live, the difficulty exists in the limit of the amount of money 
the city can borrow and I wonder how badly that handicaped you people in 
Detroit ? 

A. Not at all. The City authorized a Fifteen Million Dollar Bond Issue 
for us to do our work and we have expended some Ten Millions at the present 
time and had no difficulty in selling the bonds. 

Q. I would like to know if under the new charter there is any limitation as 
to the amount of money Detroit can borrow ? Can you mortgage the property 
of the street railway itself? 

A. I do not happen to know the limitation as to the amount of money 
Detroit can borrow. As to the Street Railway, any funds over and above 
those Fifteen Million Dollars will have to come from earnings or from a new 
bond issue. 

Q. What rate of interest? 

A. Various ratings. I cannot tell you off hand. This matter is handled by 
the City Controller and does not come under my jurisdiction. 

Saved $25,000 a Mile by Direct Employment 

Q. I would like to ask the speaker in constructing this road, purchasing 
material and labor, what he feels he has saved the people by doing it in that 
way? 

A. Actual figures are not immediately available as to costs, but in general 
I want to say we feel that by doing the work ourselves, we have saved ap- 
proximately Twenty Five Thousand dollars a mile. 

Q. Relative to paving between the tracks, I understand that you have a 
Municipal Asphalt Plant and would like to know whether the cost of this 
pavement is included in the construction. To illustrate my point, I learned 
from the Commissioner of Public Works of the City of Buffalo, where they 
operate a municipal asphalt plant, that they have saved several hundred 
thousand dollars in contractor's profits. What I am trying to get at is 
whether the city is operating independently or whether the paving between 
the tracks and outside is charged to the Municipal Railway System. 

A. I will say that we do not use any asphalt in connection with our track 
construction. The first eighteen miles, we built with a poured form of con- 
crete. The standard construction which we used this season was a so-called 
compressed concrete, but to answer your question more fully, in Detroit the 
railway does not have to pay for any pavement except that between the rails ; 
none on the outside. On account of our type of construction, we felt it 
desirable to extend this pavement for a short distance outside of the rail. We 
have paid for all pavement laid in our track construction. 

City Favors Union Labor 

Q. What is the labor policy on the Municipal Ownership Line? 

A. The policy is this : all employees or car operators (we call them opera- 
tors) are members of the Amalgamated Association. The policy of the 
Department of Street Railways is that we will meet with any one who 
repiesents any man or body of men representing our employees. We are 
paying the same wages that are paid by the local company and paid to union 
men and our men were organized without any objection on the part of the 
City Officials or the Management of the Department of Street Railways. 
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Detroit Takes Over Entire 
Street Car System 



Largest Publicly Owned System in World 
Final Chapter in 30 Year Struggle 



By THE DETROIT NEWS 



Detroit, April 18. — Detroit, fourth city in America, today takes its place 
as the first city in America in the solution of its traction problems. 

Detroit voted Monday (April 17, 1922) to own and operate its own street 
railways. Mayor James Couzens' proposal to buy the Detroit United Rail- 
ways' city system for $19,850,000 was carried, 55,669 to 12,243 receiving 81.9 
per cent of the vote cast while it needed but 60 per cent. 

The approval by the voters of the Mayor's purchase proposal means the 
end of the Detroit United Railways in Detroit and its replacement by a muni- 
cipally owned system. It also means the end of 30 years of battling between 
the people and the privately owned street railway companies. 

Largest Municipally Owned System in World 

When these lines are taken over and combined with those already owned 
and operated by the city Detroit will have the largest municipally owned 
street railway system in the world. It will total 363 miles of track, with 1,457 
cars, and all necessary equipment. 

Actual transfer will be made on the payment by the City of $2,770,000, 
which is the down payment stipulation in the agreement. This down pay- 
ment will be made out of the $4,000,000 authorized for the purpose in the vote 
Monday. The remainder will go to buy the supplies the D. U. R. has on 
hand, and to provide working capital. 

The City will make other payments of $500,000 semi-annually until 1933, 
when the balance will be due. Interest at 6 per cent, will be paid on all de- 
ferred payments. 

The money will not be paid directly to the D. U. R., but will be turned 
over to a trust company for the bond and mortgage holders of the company. 
The D. U. R. itself will never be able to touch any of the cash. 

"The fight is over," Mayor Couzens said Monday night. "We will now 
start building. We are going to give Detroit best street railway system in 
the world." 
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State Constitution and City Charter Obstacles to M. O. 

The low fare on the new lines was rightfully regarded as a popular vic- 
tory. At that time actual ownership of car lines by the people was not pos- 
sible. The state constitution had to be superseded by a new one, statues had 
to be fought through the Legislature, a new City Charter had to be adopted, 
and along with all this court decisions defining and confirming the people's 
rights to ownership and control of their streets had to be won. 

•Pingree's fight for 3 cent fares and better service won when the new lines 
began operation in 1895, and certainly a victory for the car riders, in spite of 
the fact that the 3-cent lines were fated to be absorbed by the older company 
in five years, implanted in the mind of Pingree and his followers the clear 
conviction that the only way to accomplish complete results was for the city 
to run the car lines as a city enterprise, just as, at this time, it had gone into 
the city lighting business. 

Strike Increases Public Ownership Sentiment 

The story of the creation of the "Pingree lines** is the first chapter in the 
history of Detroit's struggles for city ownership of the car lines. What open- 
ed the door to Pingree was a strike of the employes of the then City Railway 
Company — one of three companies operating in the streets and the principal 
one. The others operated on Grand River avenue and Fort street, with ex- 
tensions. The strike was settled by arbitration, Pingree, then in the second 
year of his first term as Mayor, being the arbitrator. What gave Pingree his 
"hunch" to begin active war on the companies was the attitude of the public 
revealed by the strike. 

The strike lasted only three days, ending April 21, 1891, but during that 
time the public walked with cheerful acquiescence, cheering the strikers and 
jeering the company as they trudged along. Their attitude was a plain pro- 
test against insufficient service, antiquated equipment by horse cars and a 
grasping financial policy. It will be perceived that the animosity for the 
public policy of the D. U. R. began before the D. U. R. came into being. The 
fact is that the "public-be-damned" policy of the street car companies and the 
fighting temper of the Detroit public have existed from the beginning of 
street railway history in this city, and it was inevitable that city ownership 
would ultimately come to be recognized as the only cure for it. 

Fight in Council 

After the strike a tussel began in the arena of the Council. The City and 
Grand River companies were joined by the Fort street line in a demand for 
franchise renewals. Demands by the antis, the future municipal ownership 
leaders in public life, were for a City share in the earnings and other conces- 
sions, but these demands were successfully fought off. 

The franchise ordinance was passed, but Pingree vetoed it, and when 
citizens flocked to the subsequent Council meeting, all in anger and some with 
ropes for the ostensible purpose of hanging certain alderman, the veto was 
sustained. This was the last attempt of the street car companies to grab a 
franchise through the instrumentality of a complacent Council. Franchise 
proposals of later years have had to come before the voters, and they have 
put the Pingree veto on them without exception. 

3-Cent Lines Start 

The real answer of the public ownership advocates to the franchise grab- 
bers was the creation of the low fare street railway system — ^the Pingree 
.Three-Cent lines. 

While the car companies were putting their grab through the Council 
Pingree was holding "open house" in the Mayor's office, and receiving much 
company. The day after the Council passed the grab, the Grand River com- 
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lopposition to municipal ownership had produced lawsuits that resulted in a 

. Supreme court decision that the city had no power to own and operate street 

railways. The device of a holding company, to be composed of the unhorsed 

commissioners, was advanced, but the court decision killed the whole project. 

It never came to a vote. , 

What actually killed the Pingree purchase project was a franchise pro- 
vision. There was to have been incorporated in the deal provision for a 
security franchise issued to the holding company. No "security franchise" 
proposal, in any form, has ever been able to struggle into being in Detroit 
from that day to this. Nothing better is needed to prove that municipal 
ownership had become a cardinal principle in the civic affairs of this city as 
; early as 1899. The fact became more and more clear as the years went by. 

Ten Years Struggle for Constitutional and Charter Revision 

The 10 years that followed the balking of the Pingree purchase plan be- 
: cause of inability to carry it out on genuine municipal ownership lines was 
the era of lawsuits, agitation for constitutional revision and preparation for a 
new City Charter and new laws and ordinances that made municipal own- 
ership of street railways a legally sound proposal. 

An attempt in Mayor George P. Codd's time to lay street railway tracks 
as "city paving" brought a final decisive judgment from the Supreme Court 
that under the then existing state constitution the City had no right to buy, 
construct, own or operate a street railway. 

When the constitutional convention met in the fall of 1907, the "home 
rule" demand, from M. O. advocates and from any other people not committed 
to M. O. as a general principle, was so pronounced that the outcome was clear- 
ly foreseen. Stepping ahead in the chronology of the subject, it will suffice 
to say that in the new constitution, as all know, cities were given the right, 
under legislative statutes to follow, to appoint commissions that should 
acquire, by purchase, condemnation, construction and otherwise, street rail- 
ways and other public utilities and operate them for the public, benefit in 
point of service and monetary returns. 

Attempts at "Settlement" Fail 

Before the laws had been whipped into shape to this end, however. Mayor 
Codd made the first attempt of three mayors to settle the street car question 
on a franchise basis. Mayor Codd had been negotiating actively with D. U. 
R., and in September, 1906, brought forward the Codd-Hutchins franchise, 
providing for 6 tickets for 25 cents, to prevail even on the lines still bound by 
their three-cent fare franchise. But the Codd-Hutchins proposal included 10 
tickets for 25 cents, good during the morning and evening rush hours. The 
Mayor appointed a committee of 100 prominent citizens to inquire into and 
advise upon the value of the franchise proposed to be handed to the D. U. R. 
There was a long, hard fight, for the friends of franchise gifts were much 
more numerous then than later. 

The fact that important existing D. U. R. franchises had by this time ex- 
pired and that legislation giving the people a right to express themselves on 
the franchise question had passed, helped to decide the fate of the Codd- 
Hutchins proposal. Mayor Codd came up for re-election in 1906, and with 
him his franchise ordinance, passed on to the people by the common council 
for popular vote. 

Franchise Beaten 

This was the first direct vote of Detroit electors on the question of grant- 
ing a franchise to the D. U. R. and this was the result : 
For the franchise. 14,411. 

— 19 — 



\ 



• * 



* !-•< • 5» *' r f* Mil In -.I*. 'lV*-'S 

•'*• *» *'•«■.• f.'i«- •.«■ f -.III I i-iili"»i 

i.i'.i?.:; ',* K« V ■ • ■! '■■ I- ■ " . :■. •. • • 

]»! '^•^'/CIj . t'l *!»• • •.♦• i-l I'l.! ■•» 

\' ;i t Ij "; J ^ ! .' I . / .' I _ ■ • 1 1 . t • 1 1 ' ■• ■ I ■ ■ • . 

•i»fi'f»» #^i«i^_ :iliil I I'l'i!'" .■■ 
I)•^*»••lri(r [iiii|il» ■ im ■■••■ 
(ijiiii'iTi in fitltiiit «« 17 i!?!- 
Ihr h I ' f' ;iiii1 111. Ml. ■ 
« liit^r f « f tiiQ I'it li Hi»- . 1 -I"!' T ■ 
M;i»fir I liiitii|isi m pi i -i » % .J. .■ 
1 ' ' '• 1 I Ilia \\-i\9 <•» |'i»'« ■■*. ■ • 

!T i!;i> tifiiita, ii|i|i.Mi » 

\ i»tr I :itiic ;i I :\ api • i i! » '. » ■ ■■• • 

li IK' I 111 I V \\i •:■ . 
\(. \|\'. I MM tew. 

1 1 ^^ :i? :» * • i \ I i* .• » < ■ 

T '. » > m ' I c f I ••III! f n • 1 1 1 ill! ■ 
I In'.c r. 

N'l Hlif I •■{ lilt mI'im • > • 

\% ill I iC III ll ■ f1 I III \ \« • ' . 

c]nr?fir>ti f '.11 lift ^1•ll•lt •'*' • 

Item :i \'t f flit t tii I • '11 I X '■'• ■" » 

I f r* a 1 :• I ■ • t I • r .- i I 1 1 i ( f lO i « i i • • 

I'ctifil. lliiiillii-il ii»'-, 

^^-« '• ■■• • ■: ■■ -'-r ■• 

•■,-■: ! ■ . » • 1 1 ■ • 1 1 ■ I • I I 1 ] ■ • ■ ^ 

* I- I • . I |MMi I 1 

'■ llli iili 



V -:r?Mft railway c --isrir. : 

■-■!r::5e to "settle" :i 

■.■v-5 ro help the z^y.i- 

\. ind submit 2 z^r-^ 

-. ' :::o!r experts irr-ri 

• y- .n" 324.67-:. :?:. ' 

' "l.xy -^r's office :r. .: 

-^•vi-rderance •:: -: 

' ■• that would 51:: ■• 

— -'•TT-'t to cor:* :: - 

-•:..• .-f which. h:Tf 

- -^v—.- Rally frar.chis« 

^^•'r rickets for 25 :; 

:-i extensions. 

:> The result: 



■N 



• :? Action, and ir 
* ~'~* ~^'t to grant : 



• :.■ I. 4 I 

• - • 

■ I 



I« [ t \ I I 'W \ 



» • 

I I 



1 1 M \ , " \ 



■ i • i--.il. t.i III 1 lilt 

I • ' 

< ■ . . III! ■ ■ 1 1 1 « « I « « 

,.* ".■,. 'I • "111"! li< liii 

,'" "^l •*!• i •••I llli 1-tl I 

»*'ii«iliiii»i« «« 



■ ■■ ;-^hip questio 
•"- ^-le on theil 

• ■?"■■» state cons 
" :-~-,r:pal owner 

* ^ -f : : ^e on the d: 

• -■ "." posed am 

'■-': ~;-:l\vav com 

: i*rr?:r. was Api 



»• . ■ : • \ 



■ 1 i> • • ■ 



"' ■' -ssK-r. to buv 
■ : :k- w come d 
'•'.' rie^dlock 
• ■ t: ]eave det( 

■'='' ■.'■??£ or. NV 



"•■ ; ' : • « ■ .■ * 1 ■ 

■ . " . . i« • •• 



1 • > • 1 



v* 



•'. T'l:.:.. r>c rurc! 






.■■•7 r.LSh:or. ;•% V^x, - "r.--,-^ * 



i-« * 



■ m 









. 1*. ^u r:^ 




isirable tenant. The voters refused to be held up and voted this proposition 
wn. But 47 per cent of the votes favored it. 



_ The next result of all these votes seemed to prove that while Detroit 
^ - /anted municipal ownership it did not want to buy the D. U. R. at its own 
^^rice to get a street railway system upon which to apply the public ownership 

— rinciple. There appeared to be nothing left but to propose the plan of build- 
J^ig a city system and taking over those lines subject to acquisition under the 

^"^ day-to-day" agreement with the D. U. R. 

^ This Mayor Couzens did, and on April 5, 1920, the people adopted the 

jl^ayor's M. O. plan, calling for construction of new lines. The vote for the 

Man was 88,556 ; against 50,409. Less than a year afterwards, on Feb. 1, 1921, 

he first car was operating. A dozen lawsuits begun by the company to de- 

"^^t the plan not only were lost by it but strenghtened immeasureably the 

— '3ity*s position. 

"^ Last fall the D. U. R. day-to-day agreement lines were purchased by a 
"^ote of the people, and Monday they wrote the end of the story when they 
"'^/oted to purchase the remainder of th D. U. R. city lines. 



LATER DEVELOPMENTS 



Up to the date of going to press with this bulletin — late in September, 
~ 1922 — the Detroit Municipal Railways had been in full operation only about 
~ three months. During that time, however, many interesting developments 
have occoured of which brief mention may here be made. 

Lines Make Big Profit 

:; In the first place it is interesting to note that from the very first and with 

n: the fares kept at the old 5 cent rate and with the proposal of the private 
companies to reduce wages which had threatened to bring on a disasterous 
strike rescinded and the old wage level maintained the city made a splendid 
profit each month. After paying all operating expenses and in addition 
taxes, interest on the purchase price the net income for the last three months 
• of operation was as follows: 

: June $ 98,744.01 

- July 100,892.32 

August 114,801.47 

At this rate the city is making a profit that if kept up will amount to 
$1,250,000 a year. 

Gets Rid of High Priced Officials 

But there have been other interesting developments. For example al- 
most imn^ediately upon getting under way the municipally owned system 
applied the principle so generally followed under public ownership of getting 
rid of a lot of high priced and more or less unnecessary officials. 

While keepeing practically all of the employees and keeping up the 
wages which the private company had announced it would reduce the city 
has dispensed with the $48,000 a year president, the $38,000 a year vice-presi- 
dent and their assistants who were paid from $35,000 a year down to $15,000. 
The city also discontinued the services of a $200,000 a year law firm. 

Some Unique Advantages of Municipal Ownership 
Some quite unusual plans are being worked out in connection with the 
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III. SAN FRANCISCO 



How San Francisco Settled Its 

Street Car Problem 

By JAY D. HAYDEN 



Special Correspondent for the Detroit Daily News, who was sent to San Fran- 
cisco to get the Facts and Prepare a Series of Articles from 

which the Following is Taken. 



I. EARLY HISTORY— NINE YEARS' SUCCESS 

San Francisco, March 17. — When the great earthquake, and fire came to 
San Francisco in 1906 the private corporations which, for 50 years or so, had 
: made enormous profits in carrying the people at a straight 5-cent fare, saw the 
1 disaster as a Heaven-sent opportunity to "stick-up" the community. 

The disaster did tax the city's treasury, public and private to the limit. 
With streets and sewers and public buildings— every variety of municipal 
property in fact — to replace, there was no desire of the voters to search for 
new ways of spending public money. Under the circumstances and in light 
of the fact that most of the existing franchises did not expire for 20 years or 
' more they would probably have conceded much to the corporations in return 
for quick construction of needed extensions. But the corporations were too 
sure of themselves. 

They talked of 50-year franchises as the only basis on which they would 
deal, and they withheld needed improvements with what appeared to be de- 
liberation as a way of forcing the financially hard pressed citizenry to meet 
their demands. 

Frisco Faced Many Obstacles. 

There was no hope in Frisco of early acquisition of the complete railway 
system through expiration of existing franchises as in Detroit. The one hope 
was to beat the private company at the game of competition and this in spite 
of the fact that the main streets of the city, where the big traffic originated, 
were controlled by the corporations. 

There is no wonder that the private corporations were supremely confident 
of their hold on the city^s throat. The great wonder is that the community 
found in itself the will to undertake the battle, particularly as it could only 
move by a two-thirds vote of the electorate. 

The first successful vote for municipal ownership of street railways was 
taken Dec. 30, 1909, when the people voted 31,151 to 11,704 in favor of a bond 
issue of $2,020,000 for construction of the Kearny street railway, Tta.ckaj^^ 
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=^lared invalid by the courts. A third bond election on a proposition author- 
izing $1,900,000 for construction of the line on June 24, 1909, failed of the 

:^aeeded two-thirds majority by only 203 votes. The advocates of municipal 

=:^wnership were so much encouraged by this result, however, that a bond issue 
->f $2,020,000 was submitted in December of the same year and it carried with 

^yotes to spare. 

Construction of the line was begun in 1911 and the first section from 
Searny street to Thirty-third avenue, was placed in operation December 28, 
1912. On June 24, 1913, the entire line, approximately 10 miles in length, was 
:Ln operation with 28 city-owned cars. 

Extensions Rapidly Built 

About the time the Geary street railway was placed in operation the pro- 
Jblem of providing transportation to the Panama Pacific Exposition at Marina 
2_was presented. Again the United Railroads flatly refused to give any aid 
—whatever without receiving a long extension of franchise. 

Again it appears the company believed it had the city in a tight corner 
^ from which it could only escape by a franchise grant. In order to construct 
_ additional lines a new two-thirds authorization of the voters was required and 
"2, the time for completion of the lines to the exposition grounds was exceedingly 
J^ short. 
- M. M. O'Shaughnessy, the dynamic city engineer of San Francisco, who 

is entitled to the credit for the whole development of the municipal street 
•** railways, met the proposition with a pledge to complete all of the needed ex- 
V tensions within 20 months after the money was authorized. A second issue 
;•• of $3,500,000 of bonds was submitted to the voters on August 26, 1913, and 
S it carried 51,452 to 13,782. 
P And in spite of unexpected obstacles, O'Shaughnessy more than made 

good his promise of rapid construction by actually having the completed roads 
% in operation the day before the opening of the Exposition. 



'i 



Success Shown. 

^' The construction under this 1913 bond issue added 33.68 miles to the 

^ municipal system and brought the total capital expenditure authorized to 
f $5,520,000. The city has, however, since added more than 10 miles of track- 
^ age and other equipment, paid for from earnings, and it has reduced its total 
^ street railway debt to $4,586,200 on June 1921. 

II. SAN FRANCISCO KEEPS THE FIVE-CENT FARE 

I 

San Francisco is one of the comparatively few cities in the United States 
that has been able to keep the five-cent street car fare. 

Thanks to the Municipal Ownership of the street car lines the people of 
San Francisco have never had to pay more than 5 cents for street car fares 
either on their municipal or their privately owned lines. For the competition 
of the municipal lines has compelled the private companies to keep their fares 
down to 5 cents too. 

This result of municipal ownership is all the more remarkable when we 
consider the fact that practically every other city in the country has had to 
meet the insistent demands of its private companies for increased fares. 

Everywhere Else Fares Go Up 

Mr. O'Shaughnessy publishes a table in his report on the Municipal Rail- 
way of San Francisco, taken from the "Aera" magazine of February 1921 
which shows how street car fares have been going up in the 288 cities of 
25,000 population and over in the United States since 1917. The table shows 
that in 1917 there were 264 of the 288 cities or 92 pet cexvt oilVv^m>ScvaX\Na.\'5v.'^^ 
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Total Profit $2,469,763.84 

Besides the $894,800 of bond redemption that has been paid out of earn- 
igs there was on hand June 30, 1921, $100,200 reserve for further bond re- 
mption. Also approximately 11 miles of railway extension have been built 
>ni current earnings, which with equipment so purchased amounts to 
,434,969.17. There was also on hand "Charter reserves" of $18,033 and an 
perating surplus" of $21,761.67. 

Thus the total surplus from income up to Jime 30, 1921, amounts to 
,469,763.84. 

Summing up the financial operations of the municipal railroad we may 
y : — It started late in 1912 with $121,000 the proceeds of the first bond sale; 
has never cost the taxpayers anything but a small contribution of $306,- 
2.47; has paid its way, paid the interest on the funds invested; is paying 
r itself as it goes, and on June 30, 1921, its comparative General Balance 
leet showed total assets of $9,262,968.89. 

Here, then, is a municipal street car system which according to its official 
port to June 30, 1921, is operating 197 cars and 7 motor busses, on 63 :12 
lies of single track; carrying 66,169,246 passengers during the year, at a 
stximum fare of 5 cents (639,894 school diildren at 2j/$ cents.) The total 
St of the lines, according to this report, to June 30, 1921, is $6,999,55526, 
proximately one third of which has been paid for from its own earnings. 

IV. EFFICIENT MANAGEMENT— A BIG ENGINEERING STAFF 

OF TRAINED AND CAPABLE MEN 

He who holds the theory that a city cannot secure efficiency in Uie build- 

g, management and operation of a great public utility will find his theory 
mpletely upset in the case of the San Francisco Municipal Railway. Not 
ily has the city sought out and drafted into service the best and most 
pable men fpr the work of planting, building and operating its project, the 
ndling of its engineering problems and the operation of its lines, regardless 
politics, but It has consistently kept them on the job. 

O'Shaughnessy the Hero 

There is one personality that looms up in connection with street railway 
nstruction and operation by the City of San Francisco and that is Michael 
orris O'Shaughnessy. He is the real executive head of not only the street 
ilway but of most of the other important municipal undertakings. 

O'Shaughnessy, as a city official, is really a product of the great fire, 
the six years immediately following the disaster the city suffered seriously 
>m lack of the technical skill and administrative energy necessary for the 
eat work of reconstruction. The people finally demanded the best possible 
m for the job, regardless of politics, and in 1912 O'Shaughnessy was drafted 
to the post of city engineer. 

Born in Limerick, Ireland, in 1864, O'Shaughnessy is a graduate of the 
3yal University of Dublin. He came to San Francisco in 1885, at the age 
21 years, and entered the employ of the Southern Pacific railroad as an as- 
itant engineer, fie left this position to enter the private practice of engi- 
ering in 1887 and maintained an office in San Francisco until 1892. In that 
:ar he obtained his first big job. • He was chief engineer of the California 
id-winter Exposition of 1894 and conducted the great work of moving many 
the buildings and exhibits from the Chicago Columbian Exposition to San 

rancisco. 

Worked for Spreckles 

He was chief engineer of the Mountain Copper Co. in 1895-96 and re- 
rned to the private practice of engineering in 1897-98. From 1899 to 1906 
* was engaged as chief engineer in the construction and operation of a lar^e 
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V. NO POLITICS— AND WHY 

Mr. O'Shaughnessy says that the management of the Municipal Railway 
has been free from political manipulation except in one or two minor cases. 
He is right and the reason is not far to seek. 

The management of the municipal street railway has been above the level 
of efficiency of other municipal enterprises, not only because of the personality 
of the men who have operated it so much as because of the character of the 
enterprise. 

The municipal railway executives have known from the beginning that 
appeal to the taxpayers of San Francisco, already oppressed with the load of 
fire and eartquake reconstruction cost, was out of the question. An inherent 
feature of their enterprise, from the beginning has been that it must stand 
on its own bottom. The fares, they know must be kept at such a level as to 
pay not only operating expenses but ultimately the cost of construction. 

The Street Railway Fare Payers Are the Voters 

Mayor Rolfe knows and every one of his political henchmen knows that 
their political life depends on maintaining a reasonable fare and good service 
on the municipal railway lines. 

The efficiency of other lines of municipal endeavor, the cost of which is 
hidden in the tax budget may be tampered with in the interest of easy jobs 
for willing political workers. But not so the street railway. It is altogether 
too much within the daily vision of the voters and too close to their pocket- 
books. 

People Are Inspectors 

Some 90 per cent of the voting population of San Francisco actually in- 
spect the work of their employes on the municipal railways every working day 
in the year. More than that they daily drop their nickels into the municipal 
railway coffers. They see and feel every minute infraction of good service 
and, regarding themselves one and all as stockholder of the lines, they do not 
fail to express themselves. Every motorman and conductor knows that he 
is working constantly under the eyes of his boss, so to speak, and he is on his 
toes accordingly. 

Then, with respect to the San Francisco system there is the incentive of 
competition. The city cars are operated side by side with the cars of the 
private corporations. There is the opportunity for daily comparison of 
service. The private corporations now are frankly fighting for their very 
life, with the one aim of so favorably establishing themselves with the electors 
as to persuade them ultimately to vote to buy out the private railway pro- 
perty. Instead of spending its money in newspaper ads and propaganda 
against the municipal lines, the United Railroads is putting every possible 
cent into more seats for the car riders during the rush hours. And the 
municipal railways must of necessity set the pace or bring down upon its 
head the wrath of not only the aldermen but the whole voting puHic. 

All minor street railway employes are under strict civil service. The 
motormen and conductors are selected by civil service examination and the 
same is true of the assistant engineers and office employes. There are 
exactly five men who hold free tickets on the lines, all of them directing 
superintendents, probably the shortest list of transportation gratuities main- 
tained by any railway in the United States. 

VI. BETTER SERVICE— THE TWO SYSTEMS COMPARED 

In comparing the municipal lines with the private lines with reference to 
efficiency in operation and management as well as in financial matters we 
find that in many respects the municipal lines make a better showing than 
the private lines. 
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Higher wages, it is shown, cost the city lines 12.98 cents per car of opera- 
tion, as compared with 10.38 cents for the privately owned lines. 

Sa\ing Made Elsewhere 

But the city made up this higher wage cost by saving on other items. 
In every other division of expense the city shows a saving over the private 
company. 

And the saving is vastly greater in items not included under operating 
expense. From the gross profit of 13.93 cents per car hour, shown on its 
year's business, the municipal line has only to pay the interest on a bgnded 
debt of about $5,000,000 and set aside the necessary depreciation reserves. 

From its gross profit of 9788 cents per hour the United Railroads is re- 
quired to pay taxes, interest on a funded and floating debt of $40,661,570 
and a capital stock issue of $42,000,000. 

Actually, of course, the company was unable to pay any interest what- 
ever on its capital stock in 1918. It failed to pay the interest on its entire 
bond issue also. According to the report to the railroad commission, bond 
interest totaling $1,645,220 fell due during the year and the company paid only 
$65673525 of it, the remainder being left to add to the $2,378,350 of interest, 
accrued in previous years and unpaid. 

City Makes Better Financial Showing 

And against this record of bankruptcy of the private company, the 
municipal company, in this same year of 1918, retired $101,00 of its out- 
standing bonds; paid $248,214 bond interest; set aside a reserve of $213,919, 
representing city taxes which the charter requires be deducted from earnings, 
but kept in the railway treasury ; set aside depreciation and accident reserves 
totaling $425^71.92. And the municipal lines had a net profit of $107,586.75 
besides. 

And this is the municipal street railway line which the spokesmen for the 
special interests would have the voters believe is a financial failure. 

Let it be repeated again, the municipal street railway of San Francisco 
has never cost the taxpayers one cent, although it has added some $3,000,000 
in net value to the city's assets. It has paid the highest wages of any street 
railway in the United States and, in spite of this fact, has been able at a 
straight 5-cent rate of fare to make operating ends meet and set aside very 
large reserves. 

Municipal Upkeep Is Better 

The city system is in all respects much better kept than the company's 
equipment. 

For example, the windows of municipal railway cars are washed every 
day. The cars are completely cleaned, outside and in, at least once a week. 
They are freshly painted on the average of once a year. 

The municipal railway cars, excepting a few of the first cars purchased, 
are of solid steel construction. They have solid steel wheels such as are 
placed on railroad passenger cars, a kind which practically had been unused 
heretofore for street cars. The steel wheeled cars are much safer, they do 
not go flat and they have reduced derailing accident to the minimum. The 
lamps in the municipal cars are all covered with attractive white shades, giving 
a much better light than the ordinary street car affords. 

The two car bams so far constructed for the city are of white concrete and 
they are kept clean inside and out. 

More important, the city's trolley poles are of white concrete and of 
ornate design, combining the function of trolley poles and street lamp posts in 
many instances. 

The city's large cable lines, which carry electricity for the railway, are 
underground, thus removing much of the network of wires which usually clog 
a street occupied by street railway tracks. 
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The purpose of this article is not to describe the tunnel enterprise, al- 
gh it is well worth a story in itself. The point of the matter is that the 
el opened the way for the municipal railway cars into the heretofore un- 
loped residence district on the other side of the Twin Peaks. And therc- 
^his district has been turned in two short years into one of the most 
xatiful residence districts in the world. 

Paid for by Special Assessments 

The Twin Peaks tunnel cost $4,000,000, and the property owners beyond 

Peaks have paid the whole cost gladly in the form of special assessments 

ich represent only a small part of the increased value of their holdings as 

i result of moving them some 30 minutes nearer the business district of 

t city. 

The property owners paid $4,000,000 for the tunnel, but they have not 
r^^Biid one cent for the railroad construction in the tunnel and beyond, which 
'^ ^ quite as essential a part of their improvement as is the tunnel itself. 

Whereas the United Railway cars touch the edge of the valuable resid- 
^^^ce district beyond the Peaks, after a 50-minute run from downton, the Twin 
;^^eaks municipal line, running under the mountains, makes the trip from the 
«rry in 20 minutes. It takes six minutes for the city cars to traverse the 
iinnel, including the time taken in stops at two subway stations from which 
he car riders are lifted by elevator to the hills above. 

Distance in a great city is measured not by miles but by minutes. By the 

act that they have been moved 30 minutes nearer the down-town district 

"^he miles of building lots, which have replaced the cabbage fields, have 

doubled, trebled and quadrupled in value. And on these lots are being built 

splendid houses, all of which are finding a place on the city tax roll. 

City to Profit 

Under the old system of doing things in San Francisco a private com- 
pany might have bought the land on the other side of the hills and secured a 
concession from the city to dig the tunnel. Such a company could have made 
millions from the land development and sold the right of operation of street 
railway cars through the tunnel to the private companies at a large additional 
profit. As it is the tunnel is built by the city and paid for by the prospective 
home owners. The city stands to reap the profit from operation of the car 
line, which is growing daily in patronage, and the taxpayers of the whole 
city have profited from the railway extension through the fact that it has 
brought vast new property values on the city tax roll. 

City Uses Motor Busses 

A feature of municipal railway operation is the constant demand from 
outlaying communities for street railway extensions, very often from territory 
which would not immediately support a railway line. The city has met this 
sotuation in some degree by the operation of motor busses. These busses have 
not paid their own expense of operation entirely, but their cost is a very small 
item in the total of street railway expense and they are serving to avert a much 
greater loss by developing patronage ahead of the street railway extensions. 
There are five of these busses now in operation. 

VIII. BETTER TREATMENT OF LABOR 

The San Francisco Municipal Railway has perhaps done more than any 
other one thing to improve the condition of street railway workers every- 
where. 
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a strike in its effort to eliminate the union which then operated the lines. It 
was successful in breaking the union. In 1917 an effort was made to re- 
establish unionism and a three month's strike resulted. The United Rail- 
roads has not yet recovered from the direful effects of this strike and it 
stands as one of the main causes which has recently forced a reorganization 
of the company and the elimination of nearly $40,000,000 of its stock and 
bonds. Municipal officials estimate that this strike on the United Railroads 
alone has cost that company more than the excess wages paid by the City to 
its railway employees. 

Men Have Club Room 

On most railways the men are compelled to wait in a cold car bam or in 
a small smoky and generally comfortless waiting room between their working 
shifts. The municipal railway has made very different provision. In the 
new Geary street car bam there is a club room with pool and billiard tables 
and card tables, where the men while away their time comfortably during the 
service waits. There is also a reading room with plenty of magazines and 
easy chairs, where the more quietly inclined can wait. There is a laree as- 
sembly hall where the men hold their meetings, and which is used for dances 
by the employes and their families on other nights of the week. 

This whole convenience for the men is free to them, and it has cost the 
railway practically nothing except the building space employed and the few 
hundred dollars for original equipment. 

Employees Satisfied 

"I don't believe" said Mr. Fred B. Boeken, superintendent of the muni- 
cipal lines, ''that you can find a better satisfied lot of workmen anywhere than 
the employes of our municipal railway. We have never had a strike or even 
so much as the threat of a strike in the past seven years, and I think this of 
itself is a record almost unique in recent street railway annals in the United 
States. Because jobs on the city railways are desirable we get good men and 
because it is worth while to hang onto these jobs we are able to require 
efficient and courteous service." 

Consider, then, the contrast : — 



The Contrast 



Municipal Railway 
8 hour day in 11 
Six day week 
62j4c per hour 
Favors union labor 
Never had a strike 



Private Railway 
No limit 
Seven day week 
46c to 52c per hr. 
Fights union labor 
Two disastrous strikes 
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The increase in population in San Francisco has been very considerable 
and from necessity a very large portion of the growth to accomodate this in- 
crease has been on the outskirts of the section first settled. The use of the 
automobile has not only taken passengers from the street railways but further 
has hampered railway operation by congesting the streets and in addition 
has put upon the railways a very considerable burden in the way of improv- 
ing the pavement within the railway right of way. 

With the decreasing purchasing power of the nickel, the increasing de- 
mand for service, the shortening of the franchise life, the demand for capital 
to make extensions, the railway situation in our cities has become very 
acute. 

The outcome is being watched with more then ordinary interest. In 
many places the answer is being sought by increasing the fare. In other 
cities the railways have asked to be relieved from operating the lines which 
are not paying and have sought regulation of automobile traffic and the 
relief from all obligations to pave their rights of way. In other places the 
municipalities are plannig on owning and operating their own street railway 
lines. Other cities are making agreements with the railways under which 
the corporation and the municipality become partners in the transportation 
business. This plan has been in operation in a number of cities for some 
time. The indication in a number of instances is that this method of solu- 
tion is not entirely satisfactory. New York has undertaken to construct 
subways which belong to the municipality but are operated by private enter- 
prise. All of these different plants contain some desirable features. 

Municipal Ownership the Solution 

Urban transportation can best be supplied by a unified ownership 
granting uniform service to all sections of a City, providing universal trans- 
fers and with sufficient stability to plan and construct railway extensions in 
advance of their actual necessity thereby developing the growth of the City 
in well ordered and predetermined directions. Municipal ownership and 
operation of street railways can most nearly fulfill all of these requirements. 
A municipality can finance more readily than a private corporation, and 
with reasonable efficiency in public office, can construct and operate as 
efficiently as a private corporation. The primary object of a private enter- 
prise entering the transportation field is to make monetary gains. The 
primary object of a municipality is to give service. It is, therefore, not 
very difficult to realize why the municipally owned railway may more nearly 
meet the requirements of the people. 

In view of the fact that in addition to the municipally owned lines there 
are now two privately owned street railway systems in San Francisco, all of 
the above is pertinent to the situation in San Francisco. 

I. THE MUNICIPAL RAILWAY SYSTlgM 

Street railway transportation in San Francisco is handled by three 
separate systems, each under separate management and control, viz. (1) The 
California Street Cable Railroad system (privately owned) operating 10.56 
miles of single track line; (2) the United Railways system (privately own- 
ed) operating 256.9 miles ot lines; and (3) the municipal Railway operating 
63 miles of single track. 

The history of the Manicipal Railway System really dates from the 
adoption of the Charter of the City and County of San Francisco which was 
ratified by a vote of the people in 1898, approved by the Legislature January 

— 37 — 



Success at Last 

These Geary Street and lower Market Street bonds bear 4j4% interest: 
they mature serially between 1915 and 1934 at the rate of $101,000 per year, 
and are a direct lien against the City. In July, 1910, the first lot of $121,000 
bonds were sold and preparations were made for the reconstruction of the 
old Geary Road, which ceased operation on May 5, 1912, when the last cable 
car was run over the road. Construction of the road was started by day 
labor under the direction of the Board of Public Works in 1911. This did 
not prove satisfactory and the road was completed by contract. The first 
section of the line was put into operation December 28, 1912, from Kearny 
Street to 33d Avenue. • 

11. EXTENSION OF THE SYSTEM 

About the time the Geary Street line was placed in operation, the problem 
of providing street railway transportation to the Panama Pacific Exposition at 
the Marina was presented to the Municipal authrities, the United Railroads 
having taken a positive stand that they would not construct another foot of 
track in San Francisco under the franchise restriction of the existing Charter. 
Confronted with these conditions, upon the request of the directors of the 
Exposition, the Board of Supervisors requested the City Engineer and the 
Board of Public Works to submit plans and estimates of cost of street 
railways designed to furnish the Exposition with adequate service, and at 
the same time form a nucleus for a Municipal Railway System. 

Transformation for the Exposition 

In response to this request the City Engineer on April 5, 1913, submitted 
to the Board of Public Works for transmittal to the Board of Supervisors a 
"Report on Extension of Municipal Railways to Provide Transportation for 
the Panama-Pacific Exposition." On the basis of this report there was 
submitted to the people at a special election on August 26, 1913, a proposi- 
tion to provide $3,500,000 by a bond issue to construct and equip some 12]^ 
miles of double track road and to purchase the Presidio and Ferries system 
with its 3.9 miles of double track. 

This bond issue was overwhelmingly carried by a vote of 51,452 for and 
13,782 against. These bonds bear 5% interest, and are redeemable serially 
at the rate of $100,000.00 per year commencing December 1, 1917. 

Difficulties To Be Overcome 

The opening of the Exposition was set for February 20, 1915, leaving 
only 18 months from the date of the Bond Election for the completion of 
the roads. 

The opponents of the bond issue had insisted that it would be impossible 
for the City to construct and equip the contemplated mileage in time to 
serve the Exposition. But by introducing a system of carefully worked out 
bonus and penalty clauses and by dilligent pressing of the work the entire 
mileage except the Church Street line was built, equipped and put into 
operation before the exposition opened. 

The construction of the Church Street line was very seriously delayed 
by the Supervisors not acting on the advice of this office as to the portion 
of the line which should be built first. The construction of the line on 
Market Street involved certain legal questions covering the right of the City 
to construct tracks paralleling the tracks of the United Railroads, and it 
was known that any action taken would be contested by that company. 

The right of the City to construct its tracks on Market Street was 
established by a sweeping decision of Judge Wm. H. Hunt of the U. S. 
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This arrangement throws the City Engineer and Superintendent of the 
tailway into very close contact. So far there have been but two men in 
the position of Superintendent. Mr. Thomas A. Cashin held the position 
from the time the Geary Street line was placed in service till his death in 
December 1917. H was succeeded by Mr. Frederick Boeken, then Assistant 
Superintendent. Both of these men secured their knowledge of railway 
work by actual experience and have therefore been eminently fitted to fill 
the place. The success of the railway is in no small way due to their efforts 
and those of Mr. Wm. Bendel who has been Master Mechanic since the line 
has been in operation. 

The handling of the railway has so far been free from political manipula- 
tion in its construction and operation except for the short period in 1912 
when unsuccessful attempts were made to construct the Geary Street line 
by day labor. So far only two conditions have been noted which differ in 
any way from those which might obtain on a privately owned road. These 
are: first, a tendency for employees to bring political pressure to seek wage 
adjustments. The period of increased living costs and general high wages 
which has prevailed most of the time the system has been in operation may 
have had great influence. Second, there is a marked tendency to encourage 
the building of unprofitable extensions and the giving of unwarranted serv- 
ice by means of automobile busses. There is no doubt but that a considerable 
amount of this propaganda is not sincere, in that those most prone to having 
bodies of citizens appear with long lists of signatures requesting unreason- 
able extensions, know full well that there is no possible hope of the exten- 
sion being made unless the people vote bonds to pay for the work. 

IV. FINANCIAL RESULTS 

The results of the nine years of municipal ownership and operation of 
the San Francisco street car lines as shown by the "Financial Report of the 
Municipal Railway of San Francisco for the fiscal year ended June 30, 1921," 
may be summaried as follows : — 

FIRST — The municipal lines have never had more than a 5-cent fare 
and carries school children for 2j/$ cents. 

SECOND — That the total revenues of the municipal lines since their 
beginnings in 1912 have been $16,601,077.14. 

THIRD — That the total operating expenses during that time were $10,- 
724,718.18, leaving an excess of $5,876,358.96 over operating expenses. 

FOURTH — That this excess of earnings over cost of operation has en- 
abled the city to pay the interest on the funded debt which amounted to 
$1,757,927.54 and still leave a balance of $4,118,431.42. 

FIFTH — That out of these excess earning besides paying the interest 
on the funded debt as indicated above the municipal lines have paid off 
$995,000 of the bonds, put $1,303,845.44 into extensions and betterments, 
advanced $67,004.20 for tunnel work, holds $39,794.67 as charter reserve and 
operating surplus, and still has a net surplus of $1,648,667.58. 

SIXTH — The earnings of the lines are providing for a depreciation re- 
serve of 14% of the gross earnings and 4% for insurance — so those items 
are amply provided for. 

SEVENTH — While the municipal lines do not have to pay any taxes, 
and save legal and clerical expenses by using city officials already employed 
bv the city the charter requires that the accounting of the municipal lines 
snail contain charges for these services in order that the cost of municipal 
operation may be compared item for item with that of private lines. Pur- 
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'ransfers from Depreciation Fund to cover Wage Increase, etc. 449,701.40 

ess Interest on Securities owned, credited to Income although 

cash w^is deposited in Depreciation Fund 150,695.74 

' .ess Amount transferred direct from Operating to Bond Re- 
demption Fund 101 ,000.00 

'ransfers from Compensation Insurance Fund to cover wage in- 
creases, etc 90,000.00 



Jalance of Surplus Account as per balance sheet $ 21,761.67 

rota! surplus from income Cr. $2,469,763.84 

The total surplus derived from the operation of the road, all of which has 
'>cen referred to in detail above, amounts to $2,469,763.84, as follows : 

Bonds Retired Through Income J$ 894^00.00 

leserve for Bond Redemptions 100,200.00 

\dYanced General Fund Account Twin Peaks Tunnel 82,152.53 

Advanced General Fund Account Stockton Street Tunnel 48,97120 

darter Reserve 18,033.00 

Additions and Betterments from Income 1,303,845.44 

Operating Surplus 21,761.67 

Total '• $2,469,763.84 

General Balance Sheet, June 30, 1921 

The General Balance Sheet as of Tune 30, 1921, shows total assets of 
$9^62,968,89 as follows : 

Assets 

Total Capital Asests $7,016,983.67 

Current Assets 2,197,014.02 

Accounts receivable 48,97120 

Total Assets $9,262,968.89 

Liabilities 

Funded debt $4,586,200.00 

Current liabilities 294,257.94 

Reserves 1,580,19426 

Contributed from taxes and premiums on Funded debts 332,552.85 



Total liabilities $6,793,205.05 

Total Surplus from Income $2,469,763.84 

$9,262,968.89 

V. NEXT AND FINAL STEP— CITY SOON TO TAKE OVER 
ALL REMAINING PRIVATELY OWNED LINES 

San Francisco is now proceeding to acquire the existing Market St. Rail- 
way properties 301 miles in length. 

The City Engineer has made a valuation of $40,000,000. The private 
Company has not yet accepted this price, and negotiations to arrange a price 
are still pending. 
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IV. TORONTO 

The Toronto Municipal Railway 

CITY TAKES OVER LINES SEPT. 1, 1921— SECOND LARGEST MU- 
NICIPALLY OWNED SYSTEM IN THE WORLD 

By CARL D. THOMPSON 



The second largest municipally owned street car system on the American 
continent is that of Toronto, Canada, which was taken over by the city on 
Sept. 1, 1921. It comes to Detroit in mileage of lines, number of cars 
and equipment, and has nearly as many miles of track and considerably more 
cars than the famous municipally owned tramways of Glasgow. 

The Toronto municipal system now comprises approximately 179 miles 
of single tracks exclusive of yards, about 990 cars, 11 gasoline motor busses, 
4 trackless trolleys, 8 car houses, one shop and about 10 substations. 

The main part of the system in Toronto was owned and operated by a 
private company known as the Toronto Railway. This was tsiken over by 
the city on September 1st, 1921, under the terms of the company's franchise 
to which we will refer later. Meanwhile the city had built, owned and opera- 
ted about 22 miles of lines and equipment known as the Toronto Civic Rail- 
ways. These, together with the lines of the private company taken over 
September 1, 1921 and a small section of an interurban system lying within 
the city and the additions and extensions made by the city since the lines 
were taken over constitute the present municipally owned street car lines 
of Toronto. 

How the Lines Were Acquired 

The city of Toronto acquired its street car lines under the provisions of a 
very liberal franchise granted to the Toronto Railways company in 1891. 
This franchise provided for a 5 cent fare, for keeping the properties in good 
repair, for keeping the tracks free from ice and snow in winter, for not to 
exceed a 10 hour day, a sixty hours week and one day's rest in seven for labor 
and that the company should pay the city $800 per year per mile of single 
track and in addition a graduated per cent, of its gross receipts ranging from 
8 per cent, on returns up to $1,000,000 up to 20 per cent, on all gross receipts 
over $3,000,000. And, finally, the franchise provided that upon the expira- 
tion of the grant the city could take over the lines upon giving six months 
notice, and paying a price to be determined by a board of arbitration which 
was to consider only "the actual value of the actual and tangible property 
connected with and necessary to the operation of the railways" etc. 

Private Ownership Breaks Down 
At first and until the beginning of war the private company was pHMh 
perous and did well. But the great increase in the cost oi ImV"' 
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materials due to the war conditions mkde great inroads on the company's 
earnings. Moreover taxes and assessments against the lines had been in- 
creased. At the beginning of the franchise period the company paid only 
school and ral estate taxes aside from its percentages of receiptts paid to the 
city. Later, however, the city taxed the company's rails, poles and wires. 
Also the assessments were at first about $1,0(X) per mile of track but were 
increased by 1902 to $6,300 per mile. By 1920 the company was paying 60 
cents per hour maximum to its motormen and conductors, and while the 
gross earnings had increased to $7,909,891 the net balance from operation 
was only $1,282,383 and the payment to the city amounted to $1,559,868 or 
121 per cent, of the net balance. (^) 

Another thing that made the continuance of private operation impractical 
was the increasing demand for better service which the company could not 
meet. The Toronto Railway company was handling about 550,000 passen- 
gers per day previous to Sept. 1, 1921, while the other lines in the city were 
handling about 125,000 per day. Of these latter probably over 100,000 were 
passengers on the Toronto Railways and were thus compelled to pay two 
pares. "It was this condition," writes Mr. H. H. Couzens, General Manager 
of the municipal lines, "together with the lack of sufficient lines and service 
in many sections of the city which led to the decision of the people to take 
over and operate the privately owned systems." 

City Makes Thorough Study 

In 1915 the city appointed a strong commission authorized to make an 
extended inquiry into the transportation situation in and around Toronto. 
And this commission after a thorough investigation recommended that the 
city acquire the Toronto Railways at the expiration of the franchise in 1921, 
and that the city should undertake a comprehensive program of street trans- 
portation development under city ownership. 

Pursuant to the provisions of this franchise the city gave notice in 
August, 1920 that it would take over the property at the expiration of the 
franchise on Sept. 1, 1921. 

Municipal Operation Began Sept. 1, 1921 

Upon deciding to take over the lines a commission was appointed to 
negotiate the purchase of the lines and the city began operating the lines 
September 1, 1921, the question of the amount to be paid for the lines being 
left for later determination according to the terms of the franchise. 

City Raises Fares 
One provision of the act under which the lines were taken over is that 
the property should pay the whole cost of the service. And as the lines 
were not paying at the rates of fares charged by the private company the city 
raised the fares. The company had charged 5 cents for single fares, with 
six tickets for 25 cents and 25 for a dollar, school tickets 10 for 25 cent. The 
city has raised these fares to 7 cents for single fares, 4 tickets for 25 cents, 
16 tickets for $1.00, 50 tickets for $3.00; childrens fare 4 cents, with 7 tickets 
for 25 cents. There are also special night fares. 

Good Labor Conditions 

The city pays 55 cents per hour for the first three months, 57j^ cents 
for the next nine months, and 60 cents per hour thereafter. Time and 
a haK is allowed for all time over 8j4 hours and time and a quarter for Sun- 

Taket Over Its Street Railways"— Electric RaUway Joumal of March 25, 1922, pp. 505 if. 
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V. SEATTLE 

Seattle Municipal Street Railway 

CITY VICTIM OF HUGE SWINDLE— MAY YET MAKE SUCCESS 

OF MUNICIPAL LINES 

By CARL D. THOMPSON 

The experience of Seattle in taking over its street car lines is a striking 
example of one of the most serious dangers to be guarded against by any 
city in municipalizing its street railways, or, for that matter, any of its public 
utilities. And that is the danger of the private companies unloading upon 
the city a broken down and depreciated property at two or three times what 
it is worth. 

The utility companies, when they begin to realize that everything else 
has failed and that municipal ownership is sure to come, are quite likely to 
shift suddenly into favoring the city purchase of their properties and then 
begin a clever and crafty propaganda in behalf of a greatly inflated purchase 
price. 

There can generally be found somewhere in official or public position 
men who are either ignorant of corporation wiles or without social or civic 
conscience who are willing to help the companies play this game. And 
Seattle had one Ole Hanson as mayor at the time the street car crisis came on. 
He has since been heralded widely thruout the land by the defenders of 
corporate interest as the great prophet of private ownership "exponent of 
Americanism," and defender of the faith against the perils of public owner- 
ship. "He knows about municipal wnership," their pamphlets say ; "he was 
the mayor who bought Seattle's car lines ; he bossed their operation" ; he tells 
about it "in single-syllable, two fisted English" — whatever that is. 

Alack! and alas — 'tis true. Ole Hanson was the mayor who bought 
Seattle's car lines. Let every other city beware of that kind of a mayor 
and that kind of a purchase. 

The Failure of the Private Lines 

Like every other city, Seattle had its troubles with its private street car 
company, especially during the years 1915 to 1918. The city wanted better 
service; the company wanted higher fares; and the street car men wanted 
better wages. The property was badly depreciated and, during this par- 
ticular period was earning less than 1 per cent, on its capital account. (^) 



(1) Messrs. Pratt and Leonard, the local managers, sent a telegram to the home office of Stone and 
Webster in September, 1918, in which they recommended the sale of the lines. They declared that '^ trade 
filially consummated, we will be receiving 5 per cent, on full yalue property which for the last seven years 
has earned, after proper allowance for power and depreciation 1.35 per cent on this value and for the last 
five ;rears eight tentns of 1 per cent."^ The "full value" referred to was plainly intended as $15,000,000, 
and It is safe to conclude, therefore, that the real net earnings of the company for the preceding five years 
had not exceeded $120,000 annually and may have been much below this figure. — Proteascr Paul Douglas 
in article on "The Seattle Municipal Street Railway System", Journal of Political Economy, June 1921, 
pp. 455 to 477. 
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That this estimate of Mr. Catterill was about correct was subsequently 
proven by the Grand Jury's investigations in 1920. Mr. Cyrus A. Whipple 
"^a.s engaged by the jury to make a physical valuation of the properties which 
he did basing his work upon a prior valuation made by the State Public 
Service Commission. Mr. Whipple placed the value of the street car prop- 
erties at $7,834,000. 

City Paid $15,000,000 for Lines Worth $8,000,000 

So, then, whether we take the estimate of Mr. Cotterill based upon the 
^ixidings of the Tax Commission and the State Board of Equalization, or of 
^^r. Whipple based upon the findings of the Public Service Commission, or 
finally, if we take the evidence of the local officials of the Company them- 
^^Ives as revealed by the telegram they sent to the Stone and Webster, of- 
ficials in the east we arrive at the same conclusion viz. : the purchase price 
t^iit thru by Ole Hanson was from seven to eight millions more than, or nearly 
t^ce as much as the lines were worth. 

And it was this over-valuation, this execessive, extortionate purchase 
price the city was betrayed into paying that was the cause of all the sub- 
Sequent trouble. As Professor Douglas points out (^) had a reasonable price 
been paid for the lines — even $10,000,000— instead of the $15,000,000 it would 
have lessened the deficit of the first 21 months by $829,000 and the lines 
^ould have yielded a surplus of $500,000 a year. 

This then is what this far-famed Ole Hanson, darling of the corporations, 
and his supporters put over on the people of the city of Seattle with the help 
of the newspapers, the absorption of the minds of the people in the war, and 
an epidemic of influenza that made it almost impossible to have any public 
discussion of the matter. The purchase of the lines for the $15,000,000 was 
approved by a vote of 13,000 to 4,000 on November 5, a week before the 
armistice was signed and the Mayor and majority of the council proceeded 
to consummate the deal. The final ordinance by which the lines were pur- 
chased was passed in December, Councilmen Erickson and Lane, both strong 
municipal ownership men, voting '*no." 

Company Got Still Other Concessions 

And this extortionate and impossible price of $15,000,000 was not the 
only thing Ole Hanson and his supporters put over on the city at that time. 
He rendered other services to the corporations for which they have reason to 
be grateful. The ordinance which provided for the purchase of the lines at 
$15,000,000 also provided: (1) The company was to be paid in twenty-year 
serial bonds drawing 5 per cent., the first installment to fall due in 1922 and 
be paid at the rate of $833,000 per year for eighteen years. (2) These obliga- 
tions were to constitute a first lien upon the gross earnings of the lines. 
(3) The city bound itself to buy current from the company for the opera- 
tion of the lines at 1 cent a kilowatt hour — which, by the way, was ten times 
what the Puget Sound Traction Light and Power Company charged the lines. 
Moreover the comlpany was to be protected in this matter of supplying current 
to the street car lines by agreeing that as the city owned light and power 
plant developed the city would not cut off more than 5,000 kilowatts per year 
of the company's power ; and, besides, for every 5,000 kilowatts cut off the city 
bound itself to buy one of the company's substations. (4) And, finally, the 
city also cancelled certain overdue obligations of the company for paving and 
bridge rentals amounting to several hundred thousand dollars. 

Ole Hanson and his supporters certainly did a good job for the Stone 
and Webster corporations. They could well afford to send him out over the 
country lecturing against municipal ownership. 
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Making the Best of a Bad Bargain 

Having unloaded a dilapidated and greatly depreciated property upon 
the €1^ at twice what it was worth and upon terms almost impossible to 
meet me <qiponent8 of public ownership could very safely predict that the 
ci^ would have trouble. By January 1920 it developed that, allowing for 
dq w r e c ia tioii, the lines had lost $517,000 in nine months and the people began 
to realize what kind of a bargain had been saddled onto the city. Hugh H. 
Caldwdly a former corporation coimsel, was elected mayor in 1920, pledged 
to a dKMoagfa investigation of the traction deal and, if fraud were shown, to 
an attempt to free the city from the contract. The investigation was made 
and many of the points mentioned above were brought out. But the council 
did not siqqport the mayor in his effort '^o secure equitable relief from the 



Meanhwile tiie fores were raised in July 1920 to six and a quarter cents 
four tokens for twenty five cents) and a 10 cent single cash fare. In 
January 1921 tiie fares were again raised to 8 1-3 cents, (three tokens for 
twenty fire cents). And yet by the end of 1920 a deficit of $1^14,163.34 
had accumulated and no provision had been made to meet the first payment 
q£ S833J00O on tiie principal. The increased fare of 8 1-3 cents helped matters 
in 1921 so that by the close of that year the system had made expenses and 
a net gain of $2263S8v but had not been able to earn enough to provide for 
die payment on the principal. 

Chy Wm Yet Make Success of Its Municipal Raihvays 

During the first seven months 1922 (to July 31") the financial results still 
mrther improved. The otficial report tor July and covering the first seven 
months of the year showed a net operating income of $301j88SS2. This is 

over twice as much as the net gain of the preceding year and shows a steady 

improvement. At that rate the r.et income will amount to over $517,000 for 
the year. 

However, this is still considerably short or m.eeting: the annual install- 
ments as requirevi by the contract. These instaHm.ents call for $833,000 a 
year which must be raised over and above all operating expenses. It will be 
seen, therefore, that even with the good showing made thus for this year the 
tines will sttU be some SoOO.OOO short of making all expenses and providing 
for the installment. The citv treasurer estimates that the shortage will be 
So5I3tL\S2 by March 1. 1925. . -^ And retiring mayor Hugh M. Caldwell 
in his Second Annual Message. June 5. 1922. still insists that the contract is 
inrpossible of fulftltm^ent. He points out that under its terms the city is 
trying to do the following things during the next IS years: (1> Pay' the 
7~ctpal and interest on $17^15 jXC bonds: «2'* pay maintenance which 
xz -zins^m rates will amount to ntore than SIS.CW.OOO for the eighteen years; 
f ray a power bil! that will amonnt to $Ilj?r5*-M6 for the period: 
-•- -vaOTs ^t wi:: amonnt to S^'^S^j.XO: and » 5> deprecmtfon that will 
iminint: ^i: 5LI25I.522 for the period. 

*Zn: itfier ^crisr sa^-? Miy. r Ca-iwel!. "nnder the contract of purchase 
rie ncj *:ias ^et ilrcr— f: ^t nncre thin SIOo.lXW'XO ont of the street car re- 
i2inT3 ^^"^^1^ "^he ei^rt:*en year? — the !::e .f the oc^ntract. It agreed to 
riar:2?» x sirnintsr: -at- :: fa-e t: ic scrr.eth:ng that no private utilitir would 
ic 7 «s iiH . 'e sit tc iiz — r^tir^ :ts enti-e carir^I investment in 
^icssuDes mlL jqtsL.ii ng mc maintenance exrenses.*^ -' 




haass^asL 5tn-=r 3au'»a:r S/ y :g u * ^^xsrrxixL >c ?rS. Scot. Jiime tSC. ^ <?C 



Nevertheless, in spite of all these impossible conditions that have been 
loaded onto the city — conditions which no other city anywhere on earth so 
far as we know, and in no other case has ever had foisted onto it — ^the city 
lines are slowing working their way out as we have shown above, and may 
yet pav its way out and in the end have a successful municipal railway. And 
extortionate and outrageous as the price has been it may be worth it all to 
the people of the city to be rid of a private corporation capable of per- 
petrating such a deal as this, and of such faithless politicians as helped to 
put it thru. 

And let the experience and the struggle of Seattle with its street- car 
purchase stand out as an example and warning of what the private corpora- 
tions and designing politicians will do to a city if they get the chance. 
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sion passed on August 30th, 1915 the Mayor (2) was authorized to spend 
Thirty Thousand Dollars ($30,000) for the purchase of the road and to issue 
certificates of indebtedness therefor. This was done and shortlv thereafter an 
additional $30,000 were appropriated for the purpose of modernizing and im- 
proving the system. 

The sixty thousand dollars appropriated for the purchase and rebuilding 
of the system were raised by a bond subscription issued for a term of ten 
years, bearing five per cent, interest. 

The valuation of the equipment of the street car system on May lst» 
1917, the date of the latest appraisal, was fixed at $83,398.00. 

Better Labor Conditions 

The motormen and conductors are now (1918) paid twenty five cents per 
hour. Under private ownership and operation they were paid 1754 cents per 
hour. Immediately after the city had taken control their pay was increased 
and later again to twenty five cents per hour. There have been no labor dis- 
putes, trouble or strikes under municipal ownership, operation and control, 
which had been frequent when the road was in the hands of private mono- 
polists. 

Five Cent Fare and a Profit 

The car fare within city limits is five cents with transfer privileges. The 
profits on the road thus far have been small, but from present indications, the 
road will prove a financial success and give the city a return on the capital 
invested with the continual growth of the city. (3) 

The line is seven miles in length and divided into four routes. (4) The 
city owns 13 electric cars, six of which are always in operation. From May 
1st, 1916 to April 30th, 1917 the income from fares on the system was $25,- 
542.70; income from advertising was $192.00 and from miscellaneous sources 
$221.18, making a total income of $25,955.88. The net for 1917 was $2,177. 

The electrical energy used for the operation of the road is supplied by the 
city owned and operated electrical light and power plant and a charge of one 
cent per kilowatt hour is charged against the street car system for the power. 

The March 1918 issue of "Louisiana Municipalities" refers to Alexandria's 
municipal transit system in this way : "Alexandria has managed its car lines 
for a period of about three years, during which time the equipment has been 
increased, new lines built and in every respect better service given than during 
the period of private ownership." 

The population of Alexandria is slightly below 20,000. (5) It is a pretty 
city, a progressive and enterprising municipality and there is every indication 
that it will develop into one of the large and important cities of this historic 
state. 



(1) Alexandria is governed under the Commission Form of Municipal Government. 

(2) Mayor W. W. Wittington was in office at this time. He died on April 26, 1918. 

(3) It is a well established principle that transit lines in cities having a population 
less than 25,000 are not profitable; ergo, a statement indicating losses on a municipal 
transit system in a city with a population less than this, does not imply that municipal 
ownership and operation per se is a failure. 

(4) The four routes of the system are: Belt line; Depot line; Levin Lee line and 
the School line. 

(5) The population of Alexandria, at the time of this writing, had been recently 
increased, but only temporarily, through the location of Camp Beauregard, located on the 
outskirts of the city. 
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These losses are due to the fact that the population of the city, which is 
about 12,000 inhabitants, does not warrant such a comprehensive transit 
system. 

The Large number of families possessing automobiles also cut enormously 
into the profits of the system. 

System Becomes Self Sustaining 

During the last two or three years the results of operation have been 
better. Writing under date of June 17, 1921, the then mayor of the city, 
Arnold Bernstein, says : "We maintain a 5 cent car fare and just about have 
the line breaking even. We believe this fully justifies public ownership as 
long as the rate can be held to the 5 cent limit and the car line operated in 
other respects efficiently". 

The electrical power for the operation of the road is supplied by a city 
owned and operated light and power plant and a charge of four cents per kilo- 
watt hour is made against the street car system for its power. 

Labor Protests One-Man Cars 

In 1917 the motormen were paid at the rate of thirty cents an hour. 

Monroe has had more than its share of labor troubles with the street rail 
way system. 

In January 1918 Samuel Kaplan, one of the members of the City Council, 
-with a view of reducing operating expenses, introduced in the Council a re- 
solution, which was passed, to have one man control and operate a street car 
— ^that^is, to eliminate the conductor and have the motorman collect the fares. 

The labor unions, which are unusually strong in the vicinity of Monroe 
rebelled and revolted against this measure and the wholesale dismissal of 
conductors it would entail. The unions petitioned the city council to repeal 
this measure, but the Councilmen were obdurate and the ordinance remained 
on the statute books of the city. Then the unions took action. The motor- 
men were called out on a sympathetic strike. Now the city was without any 
transit service. Then the city procured strikebreakers and the strikers became 
incensed, outraged and with a spirit of vengeance took to violence. Stores 
were closed, business suspended, pandemonium and riot prevailed. Still the 
Councilmen were unyielding. On the other hand the unions refused to admit 
defeat or to accede to the provisions of the ordinance. Finally, the city suc- 
ceeded with the strikebrakers and after months of fighting, antagonizing and 
bitterness between the "bourgeois" and the "proletariat" of Monroe the strike 
passed into history. The union men of the city boycotted the railway system, 
and this, too, seriously affected the income of the road. 
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The Pekin Street Railway 



The voters of Pekin, Illinois, by a vote of 649 against 546 brought about 
the municipalization of the street railway system in that city, by the passage, 
at a referendum election on August 21, 1914, of the proposition : 

"Shall the ordinance entitled 'An Ordinance providing for the purchase, 
rehabilitation and construction of a municipal street railway for the City of 
Pekin, Illinois, and authorizing the issuance of street railway bonds of the 
City of Pekin to the amount of $48,000.00, and providing for the collection of 
sufficient funds to pay the interest thereon and the principle thereof as the 
same become due' be approved and adopted?" (^) 

The bond issue of $48,000 was for a term of twenty years and bears in- 
terest at the rate of four and one half per centum (4j/i%) per annum. 

Private Ownership Bankrupt 

The ordinance per se authorized the purchase, for a sum not to exceed 
$8,500.00, of the tracks, cars, charging plant and other necessary property and 
equipment belonging to the defunct Pekin and Petersburg Interurban Rail- 
way Company, against which corporation an action was instituted to fore- 
close a mortgage. (^) 

The system owned and operated by the defunct corporation was con- 
structed in 1911 and operated for a length of 2 7-8 miles from the Court House 
to a large factory which was employing more than one thousand men. Sub- 
sequently, the system was extended from its terminus to the eastern part of 
the city to what is known as the C. & A., this addition being one mile long. 

The city took over the system and began municipal operation on May 
1st, 1915. 

The municipal system owns and operates five electric, one-man trolley 
cars and it is reported that the municipal service is much more efficient than 
the service rendered when the road was in private hands. 

The city has amortized bonds, of the issue sold, in the amounts and at 
the times as set forth below: 

1915 $ 500 1919 2,000 

1916 1,000 1920 2,200 

1917 ™. 1,000 1921 2,400 

1,500 1922 2,500 

this writing (^) there is outstanding a bonded indebted- 
*( which will be paid by 1934 according to the terms of 
fcy Bonds of 1915." 

""te "Ab Act to authorize cities to acquire, construct, own and to lease 
lide means therefor," apf>roved June 21, 1913. 
ct al., vs. Pdcin & P. L. Ry. Co., et al. 
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Proves a Profitable Enterprise 

The financial statement of the road showing receipts and expenses (^) 
indicate that from the time of its acquisition by the city to the end of 1919 
it yielded a net profit of $10,308.21 to the city treasury of Pekin. 

The method of accounting used for the system is a modern one which 
affords intelligent data and does credit to those charged with that responsi- 
bility. (5) 

Pekin entered the field of municipal ownership and operation of the local 
street car system during the regime of Charles Schaefer, Mayor. (^) It em- 
barked on this venture because of the indescribably poor and inadequate 
service rendered by the private interests, which soon manifested itself in the 
insolvency of the corporation. 

Pekin, which is governed under the commission form of municipal gov- 
ernment, has a population of about 10,000 inhabitants. It is located in Taze- 
well County, in the central part of Illinois, on the Illinois River and its prin- 
cipal industries are coal mining and the manufacture of glucose. 

Municipal Ownership Succeeds Where Private Ownership Fails 

The municipal administration of Pekin is wholeheartedly committed to 
the principles of municipal ownership and the municipal operation of public 
utilities. It has made a success of the local street railway business where 
private interests have failed ; the city is to-day operating the street car system 
to give service and for the benefit of all the people of the city instead of seek- 
ing profits for privilege-seeking franchise holders. Under private ownership 
the carfare was five cents ; under municipal ownership it is five cents and six 
tokens for twenty-five cents. 

The operation of the system is in control of the Commissioner of Public 
Property of Pekin, who is Charles F. Gehrig. He, as well as Mayor Schaefer 
and Corporation Counsel James P. St. Cerny are entitled to commendation for 
the contribution they have made to the cause of municipal ownership and 
operation of public utilities in their state. 



(4) Expeniet include! interest, depreciation, insurance and amount of taxes chargeable if system 
WM prmitdy owned. Section 9. Ordinance No. 38. 

(5) There is established the "City Street Railway Fund" to which all receipts are credited and out 
qf whidi all ezpc^iaea are paid. 

(6) Charles Duisdieker was Mayor at time of referendum election. 
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The l^funidpal Street Railway System 

of Fart GoDiiis 

Fort G>lHns, a cit\- .vith a ponniaxion of 12.000 persons, located in Larimer 
_ _ ity in the north central part 3t Colorado, municipalized its local means of 
transportation, by porcfaase of an abandoned system, on March 1, 1919. 

The purchase by the city was authorized by the electors of Fort Collins 
3.t a Special Gty Election on January Tth, 1919, at which the proposition: 
** Shall the Gty of Fort GdIHus acquire by purchase the railway property of 
The Denver & Interurban Railroad Company in the City of Fort Collins, or 
connected therewith, tor the purpose of operating said railroad for the benefit 
of the inhabitants of the Gty of Fort Collins?" was submitted. Nine hun- 
dred and forty (940) votes were cast in favor of the proposition and one hun- 
dred and thirty-two votes were registered against it. At the same election 
there was also submitted to the property owners of Fort Collins, qualified to 
vote, the proposition : "Shall the City of Fort Collins incur a bonded indebted- 
ness in the sum of One Hundred Thousand Dollars ($100,000.00) for the pur- 
pose of paying for the railway property of The Denver & Interurban Railroad 
Company, in the City of Fort Collins, or connected therewith, to be operated 
rjv the City of Fort Collins?". This proposition was passed by 581 taxpayers 
voting in support of it and 110 votes cast against it. 

Troubles of the Private Company 

In 1917, the Denver and Interurban Railroad Company was incorporated 

.^^ \ .subsidiary of The Colorado Southern Railway Company (the boards of 

!l;:-r»ot«')rfi of each being interlocking and the operating officials identical) to 

",o«*rate an electric interurban railroad from Denver to Fort CoUins. An 

.tit.»riirhan line, approximately thirty (30) miles in length, was built from 

. ,*-v, c»r :>') the city of Boulder. Under a franchise granted by the City 

. •iVr-.: Mt Fort Collins in 1907 for a term of twenty ^20> years tto this com- 

tn e;!t*xtric street trolley car system was mstaUed ia Fon Collins, the 

.,-rr: M^rrr.^ zo huild the link from Boulder to Fort Collirts^ aud at ithc same 

.:..r- 1* :i\r^j\TAl[ rival transportation corporations fron: ertcnrj^ tiuLt aiea. 

\"^t- .n-Air.t-A^ i^ipression of 1907 to 1909 caused Tb^ J^er-x^er aud Inter- 

.... > ;.!- 1." '.- — -.ir.v to suspend operativ^ns ;3krNi 'w-'her "hxsiijess oondi- 

uiMH -r^:-i"-«^ --i:rm:i: the autor::ob:> h^i ^rr.:^-^^ sc U;.T^rehr into the 

• ]^ ill- .1 Ml* : .--.nur.ity thj.t :t '*^-,v> r..^ \':r.ci-r profrr^Sifc, lor private 

..:...; i, .nrrrui-.t .•: i :: t i-i^z fir^. A:v:r;rr -:tjl<Cit. i.^r ^ht- ^r^-stem si>ow- 

"_'. * _,^_ : ^, liar -:iit - :.::--:z: r::ck c^:r.<r<r^.^ .': "ri-.M-i: ^criuurt- Cfir*;, ^'Ogiiing 

: -. .-^::-- :.iir i-iiit. v!.«:::. .t ti: ;. - :..x "irv.:.. .v»tTsnm^£ <uu:h aai *imor- 

.- -— ,• -it-.mui. tiiMTT' tira: tr-i .••.*:<^: :». .^rAr-;jrir«: thsc T^'iie oi car 

Jmz: x^mzsixrr ti«i ^SiUipnr. "t; ?;n;»"^ri :ui > >;vn ;jnc alsr replaced iJiese 

"vn!r**niLn, lu •-•;t^ '\a-<Mir;^ ' -rv (\. ^^r These xihanges 
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were made in the hope that the cost of operation might be substantially re- 
duced, but the net result and benefit derived from the change, did not justify 
the means taken. 

When the Federal government took over the railroads during the war, it 
refused to permit the Colorado and Southern Railroad Company to continue 
the operation of the burdensome and unprofitable local street railway system 
in Fort Collins ; this resulted in a proceeding whereby the Denver and Inter- 
urban company passed into the hands of receivers in June of 1918. 

On July 10, 1918 the service of this system ceased and Fort Collins was 
again left without any means of local transportation. But this time the dis- 
continuance of the service by private interests was permanent. 

City Buys the Lines 

After Fort Collins had been without street car service for three hun- 
dred and thirty (330) days the need of a cheap means of transportation for 
the working class of the city was acutely felt and a movement was started 
to acquire the junked tracks, overhead trolley wires, buildings and machinery 
of the defunct corporation and to operate a car system municipally. The 
agitation for the municipal acquisition and municipal operation of a local 
transit line, in the place of the discontinued one, gained such momentum 
that finally the proposition was submitted in the form of a referendum to 
the electors of the city and the question of raising funds under a bond issue 
to the taxpaying property owners. 

At the Special City Election both propositions were endorsed by large 
majorities, as aforesaid. 

The bond issue of $100,000.00 was sold entirely to the residents of the 
city of Fort Collins and was oversubscribed to the amount of $50,000.00. The 

bonds were issued for a twenty year term, carrying an option exercisable by 
the city to redeem them within fifteen years and bearing interest at the rate 
of five per centum (5%) per annum. 

The city purchased all of the properties of the Denver and Interurban 
company, excepting its rolling stock, from the receivers of the company for 
Seventy Thousand Dollars ($70,000.00) ; the balance of thirty thousand 
($30,0(X).00) remaining from the bond issue was spent for rehabilitation, new 
equipment and repairs. The city purchased four (4) new light weight, seven 
(/) ton Burley type trolley cars, operated by one man. 

Municipal Operation Successful 

On the 31st day of May, 1919 Fort Collins began the municipal operation 
of a municipally owned street surface line. 

On July 7th, 1919 the "Fort Collins Courier" editorialized on the city's 
municipal enterprise by stating that "The City finds that it is making a 
success of the street car business and the public is finding that the service is 
beyond expectation." 

The opposition to the municipalization issue came largely from a small 
group of reactionaries which is found in all American communities. The 
enterprising business men, far-sighted working folk and the progressive 
citizens, together with the public spirited Fort Collins Commercial Club sup- 
ported the plan. 
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After lamenting the fact that its city had been without transportation 
facilities for eleven (11) months, the "Larimer County Democrat" expressed 
its joy on June 19th, 1919, that the people of Fort Collins "can now jump on 
to a Fort Collins nuinicipal car and be swiftly carried to any point on the line 
they wish to go and the mjoney the pay for car fare is kept at home, instead of 
being sent out to Denver or New York." 

Under private operation the car fare was five cents (5c) ; under public 
operation it is five cents (5c) and six (6) tokens for twenty five cents (25c) , 
with transfer privileges. 

During the first six (6) months the average cost of operating a car mile 
was .115 cents and the receipts per car mile were .176 cents. In this same 
period, the wages of labor, employed in the operation of system (which is 
protected under the civil service laws of the state) were increased about fifty 
per cent. 

City Makes Money 

The receipts, expenses of operation and the number of cash passengers 
carried in the first seven months of municipal operation are presented in 
the following table : 

Month Receipts Expenses Surplus No. of Cash 

Pass. Carried 

June $1,426.19 $1,340.18 $ 86.01 27,588 

July 2,293.10 1,440.51 852.59 44,744 

August 2,082.49 1,361.67 720.82 41,093 

September 1,664.21 1,341.65 322.56 33,632 (i) 

October 1,965.75 1,511.07 454.69 41,326 

November 2,236.53 1,468.41 768.12 47,082 

December 3,020.56 1,515.96 1,504.60 63,688 

$14,688.83 $9,979.35 $4,709.39 

In the same period the system carried 21,452 transfer passengers. 

When it is recalled that during the busiest month of the year preceding 
municipal ownership the receipts of the private company were $1,255.50 and 
the expenditures $1,383.93 so that the deficit for that month was $128.43, this 
showing of an average of $2,098.40 surplus per month earned by the municipal 
lines is certainly very creditable. 

The system is composed of four lines, operated as the College Avenue 
line; the Linden Street line; the Mountain Avenue Line and the Whedbee 
Street line, with a total mileage of six and one half (6j^) miles. 

The municipal acquisition and operation is authorized by Section 21, 
Article XVIII of the City Charter, which became effective on October 27th, 
1913, after it was adopted in September of the same year. 

Fort Collins has the Commission form of municipal government, with a 
city commission of three commissioners, one of whom is the Commissioner 
Works and Utilities and on whom has fallen the direct supervision 
of the street railway enterprise. 

m enterprising and progressive city ; it is the fifth largest 
assessed valuation of real estate property in 1921 of 
"egistered 5,203 passenger automobiles. 

« 

In line was closed on account of rebuilding tracks. 
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Much credit for the splendid showing of this municipal street railway, 
the first in the state of Colorado, is due to Mavor Fred W. Stover, in whose 
administration the venture was started, to Hon. Fred P. Goeder, the Com- 
missioner of Public Works and Utilities and to William A. Johnson, its 
superintendent. 

The municipal experiment in Fort Collins has proved that a street rail- 
way in a small city owned, controlled and operated by the people for the 
benefit of the people, instead of for profits to be coralled by those franchise 
seekers who are actuated solely by their j^rccd for gain, can be operated suc- 
cessfully and without burden to the city treasury. 

The city also owns the water supply system. 

It may not be long before the people of Fort Collins are so enthusiastic 
over the municipal operation of public utilities, that they will invade the 
fields of other services, which are public utilities and will insist that they, 
too, be operated for the benefit of the general pul)lic. 

Public ownership and operation of public utilities, given a half chance, 
and conducted by fair and ini])artial public officials and employees will always 
triumph over private ownership. 



The Municipal Railway of Lincoln, Illinois 

Poor service, inadequate and deteriorated equipment, improper financial 
manipulations and the threatening of the body politic by those in control of 
the local means of transportation with the usual concomittant results — ^the 
inevitable insolvency of the company and the discontinuance of transit facili- 
ties — ^led the city of Lincoln, Illinois to municipal ownership and operation 
of the street railway system. 

In 1891, private interests procured from the city, by ordinance, a fran- 
chise for the construction and the operation of an electric street railway. By 
the foUovdng year the Lincoln Electric Railway Company had, at a cost of 
$40,000.00, a system ready for operation. 

Private Ownership Breaks Down 

From its inception the system was financially a failure. The company 
from time to time had to call upon capitalists to advance additional funds. 

In 1915 the road was taken over by the Lincoln Electric Railway and 
Light Company which operated the system at a loss for about one year. 
Thereafter this company became involved in foreclosure litigation (2) and the 
road was placed under the control of a receiver. (^) He operated it for a 
short time and then with the approval of the court sold the road and equip- 
ment to a private individual for a sum less then $10,000.00. 

This man continued service for less than a year and like his predecessors 
suffered financial loss. He applied for an extension of the franchise, made 
arbitrary demands therefor and threatened to junk the system if his request 
WXLS denied. The people became incensed at the imperious attitude of this 
local railway magnate and voted at a referendum election to deny the ap- 

(1) Lincoln is in I.ogan County and has a population of about 12,500. ^ , „ , 

(2) In Circuit Court, Logan County. Hon. Lyman S. Mangas of Lincoln was the Master of 

Chancery. 

(3) James Hoblit, Lincoln, Illinois, was oppointed Recxiver. 
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plication for an extended franchise. Thereupon application was made to the 
Public Utilities Commission of Illinois for leave to discontinue operations; 
this request being granted. Service was discontinued and for several months 
Lincoln was left without transit facilities. 

Commercial Club Urges Municipal Ownership 

The Commercial Club of Lincoln, interested in the progress and welfare 
of the city, together with the farsighted professional and public spirited busi- 
ness men of the community, inaugurated a campaign for the acquisition, the 
extension and the operation by the municipality of the abandoned system 
and for the appropriation of moneys to accomplish this. 

Pursuant to the Home Rule Act of Illinois (^) a special referendum elec- 
tion was finally called for and held on June 17th, 1917, at which was sub- 
mitted to the qualified electors of Lincoln three propositions. 

On the question "Shall the ordinance of the City of Lincoln entitled 'An 
ordinance to acquire or construct or acquire and construct a street railway 
system, and for the submission thereof to the electors of the City of Lincoln, 
Illinois, for adoption,' passed May 14, 1917, approved May 14, 1917, be ap- 
proved?", there were cast 2751 votes in favor and 272 votes against it. 

The question "Shall the City of Lincoln for the purpose of acquiring or 
constructing or acquiring and constructing a street railway system with 
necessary and appropriate equipment, borrow money and issue bonds there- 
for pledging the faith and credit of said city, in an atnount not exceeding 
$30,000.00?" was likewise passed by a vote of ten to one — ^2,720 votes being 
cast in favor and 275 votes against it. 

Two thousand seven hundred forty four (2,744) voted in favor and 272 
against the question "Shall the city of Lincoln, Illinois operate a street rail- 
way system as a public utility?" 

The bond issue of $30,000.00 authorized by the second proposition, afore- 
said, was largely taken up by the local banks and residents of the City. 
These bonds are amortized yearly by a sum of $3,000.00. 

The City took possession of the abandoned transit system on June 19, 
1917, paying the receiver $13,500.00 in cash therefor. It immediately ex- 
pended $1,650.00 for extending the system. It is now approximately seven 
miles in length and runs to Chautauqua Park. (^) 

In 1918, another bond issue of $35,000.00 was voted to rehabilitate, im- 
prove generally and extend the road and the equipment. The indebtedness 
of $65,000.00, incurred by the first and second bond issues, has been re- 
duced to $38,000.00. The interest rate is five per centum (5%) per annum. 

The value of the system as given in June 1919 was $66,153.52. 

Keeps a Five Cent Fare 

The municipal operation of the system began on July 1st, 1917. 

The fare is five cents which includes transportation over the Chautauqua 
extension. Under private ownership an additional fare of five cents was 
collected for this Chautauqua trip. 

The fare under private ownership and operation was five cents without 
transfer privileges. Under municipal ownership and operation it is five 

(4) Section 655 of chapter 24 of Hurd's Revised Statutes of 1917. The City of Lincoln had power to 

purchase and to operate a railway system, 'provided that the ordinance of purchase was approved at an elec- 

tion by a majority of the people. The method of buying^, whether by bond issud, general tax, special assesS' 

ment or combination of both; and the sanction of the i>eople for the city to operate the line after purchase 

Aad befen made was likewise to be ascertained by a majority vote at an election. 

(5) Chautauqua Park is outside of the city limits. 
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tokens for twenty five cents — with transfer privileges. The muni- 
cipality has fixed the car fare for children at 2}^ cents. 

The city pixrchases the electrical energy for the operation of the system 
from a local private power company for which it pays lyi cent per kilowatt 
hour. 

The method of keeping the accounts of the municipal railway system is 
that devised by the Interstate Commerce Commission. 

The abandonment by private interests, actuated solely by their greed for 
gain, of an antiquated street railway system has resulted in a modem, efficient 
and profitable municipal road, with service which the people of Lincoln en- 
joy — service rendered by the people for the general welfare and common 
benefit. 

The City Makes a Success of It 

Municipal ownership and operation of the street railway in Lincoln has 
been tested and has stood the test. 

In a letter to the Director of the American City Government League, 
the Master in Chancery for Logan County in Lincoln writes : "that the street 
car line has been giving this little city the best ser>;ice which it ever had with- 
out ever increasing its fares above five cents." (^) 

Lincoln, Illlinois, to-day can proudly proclaim that it has made a muni- 
cipal success where private interests have dismally failed. 

(6) Letter by Hon. Lyman S. Mangas, dated May 20, 1922. 



Eureka, Calif., Municipal Railways 

In a published letter of Hon. A. C. Dauphiny, the mayor of Eureka, Calif., 
(population 12,923) we learn of the success of the municipal street car lines 
in tnat city. The mayor says that after paying all expenses and interest on 
the bonds for the year ending August 15, 1922, the lines made a profit of 
$3,688.80. 

Early in the year, it seems, $50,000 of the bond money secured by the 
city was set aside for improvements and extensions. All but $4,581 of this 
amount has been expended. A large portion of the road bed has been re- 
paired, trolley wires replaced, cars remodeled and some rebuilt and other im- 
provements made so that the system is now in very much better condition, 
according to the mayor's report. 
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Assnaainiia XmiK^pal Railway 



Minmbj, April 24, voted 

:itriciig £ nr^ 3^ .nr zcuill^; i iiirirri oi rhe ca^icDy growing list of 
wrr rrrrr nrrr -tJ i?Lr ."rr izss. «.Tere ire oo^wr tw^enty nine cities 
'^ -^^ J^iste;! i*aiff* .iixfL J , :ni»ia '±ar ^'wiz szd. jpciLr nTmrfcfpal railways — 




TTfce :ouowni:^ :i rae 5a?r^ jf tsc- aTim:^urut or the prope r ti es as told by 

JTe^esaxBL r^amttcauer Jt -\cra JCr: — 

* rrte i»x«t?ta2ice -"'*^ tsc ^eeme jx .\:3xcafnzia. or sx onfinance passed by 
- ro ^x»ttttcru ^iittntt*^ ^r2» citr s- :cr jiuiju&g die jtuyeity o£ the Ashtabula 
•<a|.HU. rraacsrt O. :or ^iajJQU. 3n» >^:3tmMii*5 street car war. 

*.^^ orutuiiiiCT^ vszs^ 'Tscrnit :it dase^ srgc'ji reseresdinn: electicMi Monday by 

I'he ck> -swpe*^ :t? cstttrt^ce tase :rK=s«r at die ptcifi e iLji and b^;in opera- 
. to*i -^i *ft^ ^**^ ^^ - ^^ - ^ "^^ "^^^^ -\smai3uia. then: wfll be the only city in 

WhiiC k:^ -»iaii:s >a'^e Sf^^t u*t^juttc?»i \?r :he fatttre. it is understood the 

.:> iu^uxis^ '^> >{.*<«w -ic '^"^t^^ SI'A'jjW ,:t *«*uit>n:enc and improvements to the 

Mvi s>i -ii^ '*^^ -^^^ 'ac^^ t; t^ ^ir^njLi;^ x^ ^ve better car service under 

'he vTitv .>iOiK;5<r5s t s^ >snv:, :i> ;>u!xa-a^e ac .east six one-man safety cars. 
» tuA v^iU oua^Ie :hc '.in< 'v ^i^rt rtrn ^r rif?5»>e-arinace service. 

» he citv s. >£r<N?t cdr :rout.nt^v iacx; >ack x> rte "SCs^ when the old John N. 



\\ y Uc Vvhwauia xapio iT-aiisJac v^s^., v/r ^:atr .^ iv. i. as u was caiiea, was 
. I .^[ ^4^^ icaci^>aable service? for >CT?trc !\u^ xad keep its property in fair con- 
\. ^ Vt that tini^ the line repres«?ttW\i xrt investment of about $300,000. 



:o...ii Vt that 

Private Omiersfatp 




; ] Uv k i^icicaUuia vote i>i the {Kopl^. 

' ^'i I voaiiMay coatinued to operate but high prices and low income pre- 

\\ (u^ia 4ii\i"S th^ kind of service Ashtabula people thought they should 

"^ i i iku ^V H« T. weat into the hands of receivers. Charles Currie and 
* ■ ***^ Jjl yittaburgi former members of the A. R. T. directorate, were 

ttf^Ol^^ by a court order* the receivers were able to get the 
aalai 
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Municipal Ownership 

Many Ashtabula resiclents, who had long entertained the hope of muni- 
cipal ownership of the street railway line, saw in the fast dying A. R. T. a 
chance to realize their dreams. 

Their agitation found response among councilmen and city officials and 
arrangements were made whereby the line was offered to the city for $296,000. 

The city accepted the offer and the transaction was ratified by the people, 
but the deal never went through, owing to failure to find a market for the 
bonds. 

Last summer agitation for municipal ownership was renewed. The re- 
ceviers at that time offered to sell for $197,000. But the people voted down 
the offer. 

During the winter, stockholders in the defunct railway system begun 
agitation which eventually resulted in the line being offered for sale at 
$150,000. This offer the council accepted in an ordinance, which the people 
ratified Monday." 

League Member Starts the Movement 
It was a member of the Public Ownership League, it seems, Mr. William 
E. Boynton, a locomotive engineer, of Ashtabula, who started this movement 
TTiis was back in 1919. Early in the year the company which found itself 
practically bankrupt and came to the city council asking for an increase of 
fare. Mr. Boynton was then a member of the council and at once suggestea 
that the city should consider municipal ownership. And in this connection 
he wrote a letter to the president asking what would be the lowest price the 
company would take for its properties. 

Wanted $500,000 — Finally Got $150,000 

The president replied that it would be around $500,000. 

That was what the company wanted, and, perhaps, thought they could 
get in 1919. As stated above the city finally got the lines for $150,000. 

And this is a significant bit of history. Cities contemplating the munici- 
pal ownership of any of their public utilites must be on their guard against 
paying excessive and impossible prices. The companies invariably try to "un- 
load" at fancy prices. However with the rude awakening of the city of 
Seattle where the notorious Ole Hanson worked thru a deal that unloaded a 
property worth about $6,000,000 at a price of $15,000,000 onto the city, before 
us, cities are less likely to be caught in that trap. And Ashtabula was not. 

The $500,000 first demanded by the company was of course impossible 
and after several months of waiting the directors of the road came to the coun- 
cil and after several sessions in which they tried to get together on the price 
a compromise was made on $296,000. 

City Could Not Issue Certificates 

Here, however, arose a difficulty that confronts nearly every city when it 
comes to taking over any of its utilities — the city did not have the money, it 
lacked the financial ability. It was held that Ohio cities could not issue gen- 
eral municipal bonds for the purchase of street railways. Agitation was then 
started to secure legislation that would enable the city to issue "special 
bonds" or "certificates" which would be a Hen upon the street railway only. 

Meanwhile, however, a case was started by another city — ^Toledo, we 
think it was — which resulted in a decision by the Supreme Court of Ohio that 
general bonds of the city could be issued and used for the purchase of the 
street railway properties. 

This enabled the city to finance the deal and the lines were taken over 
as explained above. 
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such a covenant and its oral contract was broken within four months. May 
Ist, 1922 brought another reduction of wages and the men threatened to 
strike. They were getting 55c an hour. It was reduced to 52c. But two 
nig^hts before the strike took place, the wages were restored. This word 
was sent, however, only to the Mayor, the company refusing to communicate 
with the men. From the first the company refused to confer with any rep- 
resentative of the workers, or of the citizens, or Citizens' Committee of even 
the Mayor. "Hence," the Committee reported "the responsibility for the 
continuance of the strike rests with the company." 

Jitneys. 

When the street car service stopped July 2d, several thousands citizens 
were licensed to operate jitneys at a fare of 10c. They were routed like car 
lines, and shortened the service about half. Then the state demanded a 
chauffeur's license of all persons operating jitneys. Then the federal govern- 
ment came in with a demand for a $10 wheel tax of each and it was paid. 
And for one month the jitney ruled supreme. However after the first week 
there were a few cars on a few lines, but the public refused to patronize them. 

Troopers and Violence 

About the third week, against the protest of the Chief of Police and the 
Mayor, the troopers were brought in. Until then there had been picketing 
but no violence. All changed now. Life ceased to be safe. Lines had to 
be patroled. Watchmen were stationed around the bunk houses and barns. 
Stale eggs, apples, vegetables and onions were the weapons of women and 
boys, while men indulged in powder and nitroglycerine and twelve cases of 
dynamiting were reported. Coaches were hoisted off the tracks and ends 
blown out. 

Public Service Commission Enters 

Under such conditions it was evident that the public must avoid the 
cars, though the company insisted that the people would ride except for the 
jitneys which they claimed were doing an illegal business. Both the Mayor 
and Chief of Police were accused of favoring the jitneys and the strikers. 
The Mayor replied with some spirit that he stood by the public which had to 
ride, and the jitney was the only conveyance available as the company was 
using but 170 out of the normal 600 cars, furnishing no service on sonte lines 
and no night service on any line. 

The Law 

At this point the Public Service Commission was summoned. It read 
the law and held that the city had no authority to license the jitneys. 

The law in this case is an interesting piece of legislation. It reads as 
follows : 

"Conveyances carrying passengers at fifteen cents or under may not be 
operated on the streets of any city in competition with another common 
carrier without consent of the local authorities and a certificate of convenience 
and necessity from the Public Service Commission." 

Jitneys Ruled Off 

After the jitneys had been running five weeks during part of which 
there was no other transportation ; after being licensed by the city and pay- 
ing state and federal tax, a supreme court judge issued a mandamus direct- 
ing the Mayor to clear the streets. The Mayor took an appeal but again the 
Court ruled against the jitneys and the Mayor was compelled to order tli#* 
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VIII. LABOR CONDITIONS 

Labor Condition Better Under 
Municipal Ownership 

That labor stands to gain in the matter of better wages, better condi- 
tions, shorter hours and recognition of its organization is repeatedly and 
conclusively demonstrated in the experiences of municipal lines which are 
reported in subsequent chapters. 

San Francisco— In San Francisco, for example the municipal lines paid 
62}4 cents an hour when the private lines operating right beside them paid 
46 to 52 cents ; the municipal lines gave the men a six day week while the 
private company had no limit of hours ; and the municipal lines looked with 
favor upon the organization of labor while the companies fought the unions 
bitterly, there being two disasterous strikes on the company lines in recent 
years and no strikes on the municipal lines. 

The contrast in the conditions of labor on the municipal lines of San 
Francisco as compared with those in the private lines in the same city is 
presented by Mr. Hayden in his article on "How San Francisco Settled It's 
Street Car Problem" which appears elsewhere in this bulletin, in the fol- 
lowing form :— 

The Contrast 
Municipal Railway Private Ownership 

8 hour day in 11 No limit 

Six day week Seven day week 

62j^ cents per hour 46c to 52c per hour 

Favors union labor Fights union labor 

Never had a strike Two disasterous strikes 

Detroit — And, again, when Detroit took over its lines there was an order of 
the private company pending to reduce the wages. The city immediately 
rescinded this order and maintained the wages at 55, 58 and 60 cents an 
hour. At the close of his address at the Public Ownership Conference in 
November, 1921 Mr. J. S. Groodwin, General Manager of the Detroit Muni- 
cipal Railways was asked as to the policy of the municipal lines towards 
labor. He replied that the policy was to pay union wages, to favor organ- 
ization and that all the employees were members of the Amalgamated 
Association. It later developed that Mr. Goodwin had himself in earlier 
years been a street car motorman. 

Seattle upon taking over its lines increased wages twice during the first 20 
months. The first increase was from 46 cents to 53.1 cents per hour for 
the first three months service; from 46 to 56.3 cents for the 4th to 6th 
months service ; and from 50 to 59.4 cents for those in service for one year 
and over. A second increase was given in October of the same year ad- 
vancing the wages for the first 3 months to 59.4 cents ; for the 4th to 6th 
months to 59.4 cents ; for the 7th to 12th month and longer to 65.6 cents. 
The increases of wages under municipal ownership in Seattle may be 

seen in the following table : — 
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OUR WORK 

The Public Ownership Gets Results — Our efforts do not 
vanish into thin air. They are built into concrete, mortar, brick, 
stone; into engine, wheel and belt; they give light, heat and 
power to the people — forever and a day. 

Our Results Are Permanent and Lasting — The League has 
published 86,200 bulletins — permanent, bound volumes. Over 
/S public libraries now have all of our literature, and 1,726 of 
theni have at least some of it. This literature will be working 
for a generation to come. More of the same kind is in prepara- 
tion. We are now publishing a magazine, "Public Ownership." 

Scarcely a Day Passes that we do not help some city in its 
work of establishing a municipal electric plant, gas plant, water 
works or street car line. Over 750 cities have installed muni- 
cipal light and power plants since the League began its work 
and at least 50 of these cities have sought and used our service 
in taking over their plants. The Hydro-Electric Power Com- 
mission of Ontario (state owned) makes glad the people of 275 
cities with the chants of chained lighting at 3c a kilowatt while 
others pay 9. 

"Electrify America" — has become a slogan. The public 
ownership and development of hydro-electric power and the 
uniting, interconnecting and coordination of both steam and 
water driven plants of a whole state will do it — is doing it. 
Ontario has shown the way. California votes November 7, 
1922 to follow her lead. Georgia and more recently the state 
of New York hae strong movements for the same development. 

We are Building the Institutions of Social Justice. — We 
measure our progress by city ordinances passed ; by state legisla- 
tion enacted — by decisions wrung from reluctant court — not 
excepting the United States Supreme Court at Washington ; and 
by institutions and industries recast, to secure some better de- 
gree of social justice. 

Help Us Carry On — Are not these things worth while? 
Are they not cry much worth while? And would you not like 
to have a part in this constructive, substantial, abiding work? 
We need you. We want your help. We bid you — ^join us — 
today. 

THE PUBLIC OWNERSHIP LEAGUE 

127 N. Dearborn St., Room 1439 

CHICAGO, ILL. 



Chicago's Traction Issue At a Glance 

Essential Features of the New Lisman Plan and the Insull Plan 

in Relation to the Surface Lines. 



• 

Features 


Under T^ew Lisman Plan 


Under Insull Plan 


OYHiership 


Municipal (At once) 


Private. 


Operation 


By Company as lessee. 


By Company as owner. 


Control 


Municipal 


State. 


Franchise 


20 years. 


Perpetual. 


Extensions 


Up to $100,000,000. 


Same. 


Taxes 


Car-riders not taxed on 
their purchase of sur- 
face transportation. 


Car-riders taxed annually $3- 
600,000 plus on their pur- 
chase of surface transportation. 


Capitalization 
and Amortization 


Indebtedness of $163,- 
500,000, (representing 
the present valuation) 
will be paid off in 20 
years and also the new 
money put in by com- 
pany. 


Indebtedness of $163,500,000, 
(representing present vsdua- 
tion) WILL NEVER BE 
PAID OFF, but may be in- 
creased by means of a re- 
valuation of the properties 
to $220,000,000 and wiU grow 
in 20 years with the new 
money put in by the com- 
pany to $243,500,000 or $300,- 
000,000, the company receiv- 
ing annually, forever, 7%% 
allowed by State on capital 
value. 


What Company 
gets during 20 
years, net. 


$46,276,000, definitely 
fixed by ordinance. 


$101,995,000, if initial valua- 
tion is $163,500,000, or $186,- 
745,000 if initial valuation is 
$220,000,000. 


What City will 
own at end of 
20 years. 


A surface system, free 
from debt, worth $243,- 
500,000 or more. 


Nothing. 


City's net an- 
nual revenue, 
after 20 years. 


$21,000,000 and up- 
wards. 


Nothing. 


Fare. 


Same as now, 7c. 


Must be increased. 


Traction. 
Fund. 


Retained by city and, if 
city elects, invested in 
subways and new ele- 
vated under city owner- 
ship and control 


Invested in subways under 
city ownership, which, how- 
ever, company or State will 
control. 


Subways 


Optional with city — 
owned by city — half 
public cost advanced by 
company — part paid by 
special assessment — pub- 
lic share amortized out 
of rentals. 


Compulsory upon city — paid 
for out of traction fund plus 
special assessment and gen- 
eral funds. 


Labor 


Highest wages, best la- 
bor conditions assured 
by city ownership. One 
day off in seven. Acci- 
dent, sick and death bene- 
fits. Old age pensions. 


Negotiations now pending. 
Several strikes called against 
present companies on claims 
of inadequate wages and un- 
fair conditions. 



.*^.. 
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The Chicago Traction Problem 

and Its Solution 



A study of and Report upon the Various Plans Proposed, by Carl D. Thompson, 

Secretary, Public Ownership League of America. 



There are now pending before the City Council of Chicago two plans for 
the solution of the city's traction problem. Other plans have been sug- 
gested but to date only these two have been put into concrete and definite 
form in the way of definite measures or ordinances. The first of these 
two is the plan of the existing traction companies and the latter is the 
so-called Lisman Plan. 

Part I.— THE TRACTION COMPANIES' PLAN 

The traction companies' plan has not yet been fully worked out. At 
least it has not been made public. But from measures that were introduced 
in the state legislature last spring and others now pending in the council 
we know pretty well what the traction companies' program is. They want 
an indeterminate permit, which, under existing laws in this state, will be 
a perpetual franchise. They have a scheme for consolidating the surface, 
elevated and subway lines. Such a consolidation would put the InsuU in- 
terests into a dominating position in the control of the entire traction 
situation. And, of course, they want subways right away. But before we 
can start subways, we are told, there must be a tenant to rent them. 
Samuel Insull stands ready to rent. With a lease of the subways Mr. In- 
suU will have a strangle hold on the city's transportation. 

On the financial side the companies want not only the entire present 
capital account of $163,500.00 validated but have already begun to talk of 
an increased valuation on the basis of the theory of "reproduction new, 
less depreciation," a contention that has recently been upheld by the United 
States Supreme Court. If they succeed in establishing such a basis, as 
they surely will if they get a renewal of their franchises, they will have 
a valuation of $220,000,000 for the surface lines and, in addition, $105,- 
000,000 on the elevated— a total of $325,000,000. Upon this huge capitali- 
zation they will demand and the commission and the courts will allow a 
seven and one-half per cent return. Such a return cannot possibly be 
earned except with an increase of fares. 

Furthermore, the city's traction fund of approximately $55,000,000 is 
to go into the construction of subways in addition to special assessments 
and other funds. And meanwhile the control, as now, is to continue in the 
hands of the Illinois Commerce Commission, if, indeed, it is not taken 
out of the state entirely and put under the Interstate Commerce Com- 
mission in Washington, D. C. 

Thus we are face to face with the immediate danger of losing the cotv- 
trol of our transportation system for all time to eorcv^\ oi \va.Vvcv^ V^^Ar.^ 



tipoTi it an enromous over-capitalization which is never to be amortized 
— snever to be less, but always more; and, therefore, constantly increasing 
iares -Aat will be a burden upon the car riders and a restriction of the in- 
fliac:ia l development of the community. It is possible, of course, that as 
iK^rsaiians proceed the companies may modify their program and offer 
rijf rirr 5:iib5tantial concessions. They probably 'will. Our present analysis 
£zii ±2srsmsion is based upon the present program of the companies as 
3«xr>r ss we can get at it. 

r^ijsr? is absolutely no need or possible excuse for any such abject sur- 
r«i»5*r X ^e interests of this city to Samuel Insull and' the traction com- 
TiLntjs X5 at rntsent proposed. There are several other ways out of the 
Trs^^T srsaric^::. any one of which will avoid these insufferable burdens 
mi irr* tie ciry immediate and permanent protection. One of these plans 
— ti«f ^e ?=# that TO us seems the most feasible is the so-called Lisman 

Part II— THE LISMAN PUIN. 

Tie Lzsrrx:: r'jLr was first presented September 13iK 1926. It was 
r-i v"2 -^ r~rj.r.c^ tVrr:*. ar.vl submutevi to the Local Transportation Com- 
3iirr*- ^f the city cour.ci! ov. Ur-uary 10, 1^27. 1: has been carefully con- 
siier^i rj tha: c*crr.n::::ee ar.d has been }^^r.e over section by section by 
rie ciTT 5 !a^- ieramr.er.t ,;r.vi the cv:r,Tr.i:tee's consulting engineers. It has 
xlic reen ciref:illy iri^vrei b\ the oonsu'Tir.j: er.irtr.eers of the committee 
?n ccal trxrsrcmtior. c^: :he City C>,:b c^f Chicajro, Mr, W\ R. Rhoads, 
xn\i _"^ ?rct. E. W. Ber:is, vvnsu':ir,c er.^i-eer anc n:ember of the Public 
"wiersaip Le-i§::e anc .^ihers. It has recent'.y .v>c:. 1. 1^27^ been modi- 
fie-i n certair: v;»ry *r:*iv*r:an: r^rsi^^vts decided'y tv"^ the ad>-antage of the 
c:r" inc sr:!" rer-jt:--? r." "Se 5:"^vr. *:s v.v.,^* v'.r,\:: hetVre it is submitted to 
rht* r.r- ^vivct" *v' *,\:s>.;5:t' ,;vo, TrtV^.fv.v,:::: Nv^:e ry the people. De- 
nizle-i 5n\iv .*t The IJ5? V^Jt^^fs s^t :he K^ri3:v/.,\' cr,\:: ."• the ordinance to- 
geriier ':vitrt the crccosec chjtr.^t^s snhtv*.::^^ Oct 'st :r. a letter to the 
i£a'->"r ami the Lccal Trar.s-.x^rtatu^r. vT.^r.v.v*::?^ .^t :he Citv Council, to- 
^rrier ^vrch a ooreril che>:k-r.:," ^^^:h thi" Tf.v:s ,": :he ab:^ve mentioned 
.;'.:?::.'r-r:es *n r^e ,*r-i'"a"x>? ^^,"^^s :>i' :,"'\"vkv'^ j.s :h? mtstarding fea- 
r.ire:« — 

L Imxneiiiaw X;:csci^^ CSrners;h:p. V^;r * >**,;• .-\v.rir.ce accepts as 
The Mircinise ;:rce r,* ><r .*»i;vr. .^r :>i' .^ rs;r *: : ic;.^* •.'-.".r'e'nes the amount 
•r^^'vie*.; -or ••• ?'*«* — -.r'c* >-;rs ^"^ " c"^ ■■"-:^ i' VN"-;r : ^ W." 1 *^2" . expired. 

T^e r.r- <t X* ^oc- ■■'? :^^ ,"^^ e s"^ ," ^ ,* : ; ? ;," :"i">^ yr^v-erties under 

^ ^^1 * • ■ • ^ * % 

W^ 

» T* . ,«■.■• .^, ■• <^'« ,»^ -^ -^ ^ "v * V. , "^-s^ ""^^ * ■v*"*" -s «. — ■ .* J •• Y ~~*»* fY^TTI- 

• **^ » V • 1 

^«V.U£? J.A^ ....,1 , •^■..^'. .^» ,x.>.^ ,» .i.^^..> <k ^^»-.. -T^ «..C «^L1C 
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III. Paid for Out of Earnings. Under this plan no city bonds, city 
debt or other public obligations are required or incurred. The purchase of 
the lines is effected by the use of private capital as explained above. The 
capital account is then amortized out of earnings. The original Lisman or- 
dinance was checked up by Major R. F. Kelker, consulting engineer for 
the Local Transportation Committee of the City Council and it was found 
that the entire capital investment would be paid off in 30 years on the 
basis of the present 7c fare. Recently, however, the Lisman company has 
suggested amendments to their ordinance by which, as stated above, the 
city will acquire the title to the properties practically at once so that they 
will become municipally owned from the first. This will relieve them of 
taxation and make available $3,600,000 per year which may then be used, 
if desired, for shortening the period required for amortization of the capital 
account and for other matters advantageous to the city and the street car 
men. If applied to shortening the amortization period, the private capital 
would be paid off in 20 years or even less and thus the whole property, 
valued then at $243,500,000 or more with an earning capacity of $21,000,000 
and upwards net per year, would not only be owned by the city but would 
be free of all indebtedness. 

IV. Home Rule. Under the provisions of this ordinance the city would 
within a year or two acquire complete control and home rule of its local 
transportation system. The public utility laws of the State of Illinois spec- 
ifically exclude municipally owned utilities from the jurisdiction of the 
Illinois Commerce Commission. The city would then set up its own trac- 
tion commission which, as distinctly provided for by the ordinance, would 
have all the jurisdiction and control over local transportation which is now 
exercised by the Illinois Commerce Commission over such utilities when 
privately owned. 

The regulatory control of the properties would be exercised by a board 
of transit engineers composed of three members, one appointed by the 
Mayor, a second by the company and a third by agreement between the 
city and the company. This board under the ordinance is given very wide 
supervisory and regulatory powers. (See section 35, p. 79-84.) 

V. Service at Cost. The Lisman Plan eliminates the element of pri- 
vate profit-making as such. The company is to receive a fixed compensation 
of two and one-fourth mills per revenue passenger and 4% per cent of 
certain incidental earnings. The compensation to the company thus being 
definitely fixed, the disturbing element of private-profit making is re- 
moved. The service is based definitely on the cost of operation. And the 
cost of operation is definitely fixed and guaranteed by the later provisions 
of the ordinance. The total compensation which the company is to receive 
during the first 20 year period, according to the check-up by the commit- 
tee's consulting engineer Major Kelker in his analysis, is $46,276,000 net. 
For exactly the same services the present companies would receive $101,- 
995,000 net after paying interest charges on the basis of the present valua- 
tion — considerably over twice as much. And if they succeed in securing the 
increased valuation of $220,000,000 mentioned above, they will receive 
$186,745,000 — net after paying interest charges, over four times as much 
as the Lisman company. 

If the consolidation with the elevated lines which they are seeking is 
effected then the net returns to the present companies will amount to 



above; so also a lease of the subways. When the franchises of the elevated 
lines of the Chicago Rapid Transit company expire they are to be taken 
over in a manner similar to that used in acqjuiring the surface lines and 
at a price to be approved by the city. Or failing to effect such a pur- 
chase, then new, independent city lines are to be built. Motor busses are 
also provided for to be used as feeders, and will be made essential parts of 
the system where they are found to be more practical and economical than 
rail transportation and particularly as competitors with other forms of 
transportation in case the companies should be unwilling to accept rea- 
sonable arrangements for BsAt or lease. All of these various methods and 
systems of transportation are to be co-ordinated and unified into a general 
system. Provision is made in the ordinance for universal transfers to and 
from each of the various forms of transportation as they are unified and 
co-ordinated. 

VIII. Fares. For the first year of the franchise the fares are to re- 
main the same as now — 7c on the surface lines. After that the fares are to 
be adjusted so as to cover "cost of service." The franchise specifically de- 
fines and limits the cost of service to include operation, taxes, interest and 
purchase fund and compensation to the city and company. There is es- 
tablished a so-called "fares stabilization fund" of $6,000,000 which is to 
be supplied temporarily from the city traction fund. If in the operation 
of the properties any deficits arise, they are to be supplied from this stab- 
ilization fund. And if a surplus arises it is to be paid into the "renewal 
and depreciation fund," to reimburse that fund for any payments there-from 
for amortization. And any surplus after such reimbursement is to go back 
again into the stabilization fund. Under this arrangement and the provi- 
sions of the ordinance, if in any three months the stabilization fund be- 
comes greater than $8,000,000, the fares shall there-upon be reduced by 
Ic. If on the other hand within any three months period the stabilization 
fund becomes less than $3,000,000 the fares shall then be raised Ic. 

IX. Extensions and Additions. The company contracts to build ex- 
tensions to the amount of 75 miles of double track during the first five 
years and another 75 miles of double track during the second five years. 
The total cost for the extensions during this first ten years period is placed 
at $50,000,000. After this first ten year period the "company shall ex- 
tend and equip its lines as the City Council and Transit Board shall re- 
quire." For this second ten year period another $50,000,000 is provided, 
making a total of $100,000,000 for extensions and equipment during the 
twenty year period. 

X. The Traction Fund. Provision is made in the ordinance for a num- 
ber of funds, the sources from which they are to be drawn and the pur- 
poses for which they are to be used. The present traction fund is to be 
continued, made up of what the city already has in that fund, approxi- 
mately $55,000,000, to which is to be added that part of the city's share 
of earnings, subway rentals, etc. not needed for amortization. The fund is 
to be used partly and temporarily for the creation of the fares stabiliza- 
tion fund, but chiefly for the cost of constructing subways in case the city 
elects to build them and for other incidental expenses, if any, in connec- 
tion with the city's interests in acquiring the lines. 

XI. Better Labor Conditions. The matter of wages, hours and labor 
conditions are not definitely covered by the provisions of the Lisman or- 
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And meanwhile the present companies continue in control, tightening their 
hold upon the situation. 

The adoption of the Detroit Plan depends upon securing an agreement 
with or consent of the companies. This, under conditions existing here, 
the city is not likely to get. It is argued by those who favor the Detroit 
plan that if the city would absolutely refuse to grant any further franchises 
or extensions of permit unless and until the companies agreed to sell upon 
reasonable terms; and, further, if the city would install motor busses or 
independent competing surface or elevated lines owned and operated by 
the city — ^the companies would soon be willing to negotiate. All of which 
may be very true. But again the trouble is that Chicago lacks the strategic 
advantages that Detroit had which we have mentioned above. 

Under existing circumstances we feel that the Detroit plan does not 
offer the best practical solution of the Chicago traction problem. We agree 
with George C. Sikes who while believing the City Bond Purchase Plan 
the best of all the plans, never-the-less favors the Lisman plan, saying: 
"I do not want to make the mistake of standing for the best and thereby 
get the worst." 

In a recent address over the WCFL radio station the writer pointed out 
these difficulties comparing the situation in Detroit under Mayor Couzens 
to the situation here in Chicago under Mayor Thompson. It happened that 
Mayor Thompson was "listening in" on this particular talk and at once 
called up WCFL by phone vigorously protesting that we had done him a 
great injustice. He pointed to his record in the past asserting that it showed 
him always fighting for municipal ownership. From this we infer that 
Mayor Thompson wishes us and the public to understand that he is not 
opposed now to municipal ownership of the street car lines in Chicago. 
During the conversation he said very definitely that he was "not opposed 
to the Lisman plan." By this he obviously intended that we should infer 
that he would be FOR the Lisman plan or for some equally good or better 
municipal ownership plan. If there is or can be devised a better municipal 
ownership plan than the Lisman plan none would welcome it more than 
we; and if Mayor Thompson will help us get either the Lisman or a bet- 
ter municipal ownership plan none will be quicker to accord him full honor 
for doing so than we. 

III. The Motorization Plan. Another alternative plan that is being urged 
by some is that of motorization. This plan proposes to eliminate the street 
car lines entirely and substitute motor busses. It proposes to use the trac- 
tion fund for this purpose. The $55,000,000 in this fund will be enough to 
buy 4,500 busses of the very best type with enough over to build the neces- 
sary garages. It is believed that 4,500 motor coaches will be sufficient to 
handle considerably more than the present traffic; that the electric railway 
is becoming obsolete and should be replaced anyway ; that busses are much 
cheaper and with the street cars off the streets will relieve congestion ; that 
the cost of service would be less and that that together with the elimina- 
tion of capital charges would make it possible to reduce fares to 5 cents 
and at the same time pay better wages and have better labor conditions; 
and, of course, the system being municipally owned would secure for the 
city all the advantages of such ownership and control. (See pamphlet on 
"Motorize the Entire Surface Line Transportation of Chicago, etc." by 
Municipal Ownership Central Committee address Room 818 — 155 N. Clark 
Street, Chicago.) 
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We do not believe this plan would be feasible here in Chicago for the 
following reasons: (1) We do not know of any engineering or experienced 
auothority on local transportation that supports the idea of the substitu- 
tion of motor busses entirely for rail transportation in a city of the size 
and under conditions that prevail in Chicago. (2) From a layman's stand- 
point it would seem that the effort to put upon the streets of Chicago, al- 
ready fearfully congested, a sufficient number of additional motor busses 
to offer effective competition to the existing street car service would make 
confusion worse confounded and traffic conditions impossible. (3) We doubt 
whether the use of motor busses is sufficiently popular as a means of lo- 
cal transportation to enable the city to draw traffic away from the street 
car lines sufficiently to act as a real effective factor in driving the com- 
panies to come to terms. (4) And, finallyi as feeders and auxiliary means 
of transportation in connection with other means in which the motor 
busses have their proper sphere and even as means for bringing the com- 
panies to proper terms where city competition is needed motor busses are 
better provided for in the Lisman plan and could be better provided for 
under either of the other plans above mentioned than they are in this mo- 
torization plan. 

The Lisman Plan Seems Best 

We therefore come back to the Lisman plan as the one offering the 
most advantages to the city and at the same time the best chance of gain- 
ing sufficient popular and official support to make it likely to carry and 
thus defeat the program of the private companies. 

In a nutshell, the new Lisman Plan — 

L Gets rid of private monopoly control of traction in Chicago 'for all 
time. 

2. Gives to the city at once home rule and the local control in traction 
matters that it has been struggling for years to secure. 

3. Amortizes the capital account of the surface lines in 20 years, an 
achievement which is by all odds the greatest advantage of municipal own- 
ership. 

4. Eliminates the dead capital and puts an end to a constantly increas- 
ing capital account that daily becomes a heavier mill stone around the neck 
of this city. 

5. Earns for Chicago in 20 years a property which at the end of that 
time will be entirely free from dept, will have a value of $243,500,000 or 
more, and will produce an annual revenue of $21,000,000 to help reduce 
fares and taxes. 

All this the Lisman Plan will do without increasing street car fares 
above the present rate of 7 cents. It will avoid exhausting the city's bond- 
ing power, thus obviating the main objection to the City Bond Purchase 
Plan. It will avoid the possibility of legal entanglements which makes the 
Detroit Plan dangerous here. 

The Lisman Plan requires no new legislation beyond the passage by the 
city council of the ordinance that embodies it. 

The Lisman Plan seems unquestionably to afford the best fighting op- 
portunity we have to defeat the InsuU traction program and to get most of 
the advantages of municipal ownership at once, with a free hand to get 
the others whenever the people are ready for them and insist upon having 
them. 
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^^v^nJS^+v,''!*®'' systems covered by the Govermient Repc 
seventy- three employed one or more processes of purifl 

Economies of Public Ownership 

V ^- . Experience has proven that great economlsfl 
bz public oynershlp so-lhar^rsemcfVoitniflT^ 
time being better and more satlsfiT^t^ . ^^^' ~ 

averafrfl r,..iS?^"!J^^°^P^^ *^*®^ works of Milwaukee supp 
mon?hf (sf '^^"^^•"er at about $3.00 per year o? 25 

Compare this rate of $3.00 per vear with th 
privately owned water plant and the resultftre aSnr?' 
same State, at Racine, to the south, ahd at sSoeriS? 
are two cities both served by private cSm^nierJid bo 
their water from the lake as Milwaukee does. In both 



M ilwaukee > Elsewhere the contrast Is even*" gr ea t er^*^^ 
Kentucky, a patron of the private water plant pays $30 
for what a Milwaukee patron pays $3.00. 

In explanation of these quite remarkable ra 
be said that practically all of the service in Milwauk 
ed; that there is no so-called "minimum charge" which 
plants and many municipal plants make; and, what is mo 
cant of all, there are ho special rates to large cohsu 
body pays the same rate. Ilie rate is 6 cents per 1,00 
and everybody pays that rate whether he uses 2,000 gal 
month or 2,000,000. 

Water - $3.00 per Year 

As a result of these methods about 38 per c 
total receipts of the plant is paid by 30 of the large 
such as the railroad companies, and other big corpora t 
use great quantities of water and pay the same rate as 
citizen - 6 cents per thousand gallons. And this prod 
of $3.00 a year for the average householder as mention 

Three dollars a year for water - that is wh 



(1) United States Census Report - Water Supply Systems 
Statistics of Cities on Water Supply Systems, Part 

(2) Report of the Milwaukee Water Works, by H. P. Bohma 
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On the basis of the above figures the avera^ 
using 2^300 cubic feet of water per month would pay un< 
owner shlpS31> 20 per year and under municipal ownership 
year > only a trifle over one half as much ^ 



(1) 14th Annual Report of the Commissioner of Labor, 1 
"Water, Gas and Electric Light Plants," page 42. 

(2) In striking these averages we have omitted the fig 
municipal plants of over 10 billion gallons and th 
plants of under one billion gallons » for the reaso: 
are no private plants with which tJ^.^^ xas^*! ^^ ^^^ssj^^ 
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